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Format (Adobe Acrobat 4.0). Although this format should replicate the Officid Statement distributed on
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the Official Statement.

The posting of the Official Statement is not an offer to sell or a solicitation of an offer to buy any
Bonds. Under no circumstances shall the Official Statement constitute an offer to sell or the
solicitation of an offer to buy nor shall there be any sale of the Bondsin any jurisdiction in which such
offer, solicitation or sale would be unlawful prior to registration or qualification under the securities
laws of any such jurisdiction.

The Agency may remove this copy of the Official Statement from this website at any time.



NEW ISSUE AND REMARKETING

This Official Statement bas been prepared by the Minnesota Housing Finance Agency to provide information on
the Series Bonds. Selected information is presented on this cover page for the convenience of the user To make an
informed decision regarding the Series Bonds, a prospective investor should read this Official Statement in its
entirety. Unless indicated, capitalized terms used on this cover page bave the meanings given in this Official

Statement.

$71,715,000
Minnesota Housing Finance Agency

$40,260,000 Single Family Mortgage Bonds, 1997 Series G (Non-AMT)

$11,455,000 Single Family Mortgage Bonds, 1997 Series H (AMT)

$20,000,000 Single Family Mortgage Bonds, 2000 Series F (Taxable)
Original Issuance Date of Remarketed Bonds: July 7, 1997 Due: As shown on inside front cover

Remarketing Date: June 29, 2000
Date of New Issue Bonds: Delivery Date

Tax Exemption

Redemption

Security

Interest Payment Dates

Denominations
Closing/Settlement
Bond Counsel
Underwriters’ Counsel
Trustee

Book-Enitry-Only System

Interest on the 1997 Series G Bonds and 1997 Series H Bonds (collectively, the
“Remarketed Bonds”) is not includable in gross income for federal income tax
purposes or taxable net income of individuals, trusts and estates for Minnesota income
tax purposes. See pages 18-19 herein for additional information, including information
on the application of federal and state alternative minimum tax provisions to the
Remarketed Bonds. Interest on the 2000 Series F Bonds is includable in gross income
Jor federal and in taxable net income for Minnesota income tax purposes.

The Remarketed Bonds and the 2000 Series F Bonds (collectively, the “Series Bonds”)
are subject to optional redemption and to special redemption at par as set forth on
pages 8-9 herein.

On a parity with outstanding Bonds heretofore or hereafter issued under the Bond
Resolution, by a pledge of Bond proceeds, Mortgage Loans, Investments, Revenues and
other assets held under the Bond Resolution. The Series Bonds are general obligations
of the Agency, payable out of any other generally available moneys, assets or revenues
of the Agency. The Agency has no taxing power. The State of Minnesota is not liable
Jor the payment of the Series Bonds and the Series Bonds are not a debt of the State.
See “Security for the Bonds” on pages 10-12 herein.

For the Remarketed Bonds, each January 1 and July 1, commencing January 1, 2001,
and on any redemption date; for the 2000 Series F Bonds, the first day of each month,
commencing August 1, 2000.

$5,000 or any integral multiple thereof.

June 29, 2000 in New York, New York.

Dorsey & Whitney LLP, Minneapolis, Minnesota.

Orrick, Herrington & Sutcliffe LLP, New York, New York.

Norwest Bank Minnesota, National Association, in Minneapolis, Minnesota.

The Depository Trust Company. See Appendix E herein.

The Series Bonds are offered, when, as and if issued and received by the Underwriters, subject to withdrawal or
modification of the offer without notice and to the opinion of Dorsey & Whitney LLP, Minneapolis, Minnesota, Bond
Counsel, as to the validity of the Series Bonds and tax exemption of interest on the Remarketed Bonds.

PaineWebber Incorporated

U.S. Bancorp Piper Jaffray Inc. Dain Rauscher

Incorporated
The date of this Official Statement is June 8, 2000.



MATURITIES, PRINCIPAL AMOUNTS, INTEREST RATES AND PRICES

REMARKETED BONDS

1997 SERIES G BONDS (Non-AMT)

Principal Interest

__ Due __Amount _Rate __ cusie
January 1, 2003 $ 555,000 5.10% 60415NABS
July 1, 2003 900,000 5.10 60415NAC6
January 1, 2004 930,000 5.20 60415NAD4
July 1, 2004 950,000 5.20 60415NAE2
January 1, 2005 975,000 5.25 60415NAF9
July 1, 2005 995,000 5.25 60415NAG7
January 1, 2006 1,025,000 5.30 60415NAH5
July 1, 2006 1,055,000 5.30 60415NAJ1

January 1, 2007 1,080,000 5.35 60415NAKS8
July 1, 2007 1,105,000 5.35 60415NALG
January 1, 2008 1,135,000 5.40 60415NAM4
July 1, 2008 1,165,000 5.40 60415NAN2
January 1, 2009 1,200,000 5.45 60415NAP7
July 1, 2009 1,230,000 5.45 60415NAQ5

$25,960,000 6.00% Term Bonds Due January 1, 2018 (CUSIP 60415NAR3)

1997 SERIES H BONDS (AMT)

Principal Interest
Due Amount Rate CUSIP
January 1, 2001 $805,000 4.80% 60415NAS1
July 1, 2001 820,000 4.90 60415NAT9
January 1, 2002 845,000 5.10 60415NAU6
July 1, 2002 860,000 5.10 60415NAV4
January 1, 2003 330,000 5.20 60415NAW2

$7,795,000 6.15% Term Bonds Due July 1, 2019 (CUSIP 60415NAXO0)

NEW ISSUE BONDS

2000 SERIES F BONDS (Taxable)

$20,000,000 Term Bonds Due January 1, 2031 (CUSIP 60415NAA0)
Initial Interest Rate: 6.93% (from date of delivery to and including July 31, 2000)*

Price of all Bonds — 100%

*From and after August 1, 2000, interest on the 2000 Series F Bonds will accrue at a rate adjusted monthly based on LIBOR plus
0.30%, but may not exceed 11.00%, as more fully described herein under the heading “THE SERIES BONDS — Variable Interest
Rate on New Issue Bonds” Interest on the 2000 Series F Bonds is payable on the first day of each month, commencing
August 1, 2000.



No dealer, broker, salesman or other person has been authorized by the Minnesota Housing Finance Agency or the Underwriters
to give any information or representations, other than those contained in the Official Statement and, if given or made, such other
information or representations must not be relied upon as having been an offer to buy nor shall there be any sale of the Series Bonds by
any personin any jurisdiction in which it is unlawful for such person to make such offer, solicitation or sale. The information set forth
herein has been obtained from the Agency and from other sourceswhich are believed to bereliable. Theinformation and expressions of
opinion herein are subject to change without notice and neither the delivery of the Official Statement nor any sale made hereunder shall,
under any circumstances, create any implication that there has been no change in the affairs of the Agency since the date hereof.

The Underwriters have reviewed the information in this Official Statement in accordance with, and as a part of, their respective
responsibilities under the federal securitieslaws as applied to thefactsand circumstances of thistransaction, but the Underwritersdo not
guarantee the accuracy or completeness of the information.

In connection with thisoffering, the Underwritersmay over-all ot or effect transactionswhich stabilize or maintain the market price
of the Series Bonds at a level above that which might otherwise prevail in the open market. Such stabilizing, if commenced, may be
discontinued.

THESE SECURITIES HAVE NOT BEEN RECOMMENDED BY ANY FEDERAL OR STATE SECURITIES COMMISSION OR
REGULATORY AUTHORITY. FURTHERMORE, THE FOREGOING AUTHORITIES HAVE NOT CONFIRMED THE ACCURACY OR
DETERMINED THE ADEQUACY OF THISDOCUMENT. ANY REPRESENTATION TO THE CONTRARY ISA CRIMINAL OFFENSE.
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OFFICIAL STATEMENT
Relating to
$71,715,000
Minnesota Housing Finance Agency
Single Family M ortgage Bonds,
1997 Series G, 1997 SeriesH and 2000 Series F

This Official Statement (whichincludesthecover page, insidefront cover and appendices) providescertaininformation
concerning the Minnesota Housing Finance Agency (the “Agency”), created by Minnesota Statutes, Chapter 462A, as
amended (the“Act”), and certain of its Single Family Mortgage Bonds, 1997 Series G (the* Series G Bonds”), 1997 SeriesH (the
“Series H Bonds”) and 2000 Series F (the “ Series F Bonds” and collectively with the Series G Bonds and the Series H Bonds,
the “ Series Bonds"), in connection with the remarketing of the outstanding Series G Bonds and Series H Bonds, the offering
and sale of the Series Bonds by the Agency and for the information of all who may becomeinitial holders of such Bonds. The
Series G Bonds and the Series H Bonds are sometimes referred to herein as the “ Remarketed Bonds” and the Series F Bonds
are sometimes referred to herein as“New Issue Bonds.” The Series Bonds are being issued pursuant to the Act, aresolution
of the Agency adopted on June 3, 1982, asamended (the“ Bond Resol ution™), and seriesresol utions of the Agency with respect
to the Remarketed Bonds adopted June 26, 1997, and supplemented on November 19, 1998 and June 8, 2000, and with respect
to the Series Bonds adopted on June 8, 2000 (the “ Series Resolutions”); the Bond Resolution and the Series Resolutions are
herein sometimes called the “ Resolutions.” The Single Family Mortgage Bonds now outstanding (in the aggregate principal
amount of $1,644,300,000 asof April 30, 2000) under the Bond Resol ution (the“ Outstanding Bonds") and any additional Single
Family Mortgage Bonds hereafter issued pursuant to the Bond Resolution, including the Series Bonds, will be equally and
ratably secured and are herein sometimes called the “Bonds.”

The Resolutions should be referred to for the definitions of capitalized terms used herein, some of which are
reproduced in this Official Statement. The summaries and references herein to the Act, the Resolutions and other documents
are only outlines of certain provisions and do not purport to summarize or describe all the provisionsthereof. All references
herein to the Act, the Bond Resol ution and the Series Resolutions are qualified in their entirety by referenceto the Act and the
Resolutions, copies of which are availablefrom the Agency, and all referencesto the SeriesBondsarequalifiedintheir entirety
by reference to the definitive forms thereof and the information with respect thereto contained in the Resolutions.

INTRODUCTION
The Agency isapublic body corporate and politic, constituting an agency of the State of Minnesota.

The Act authorizes the Agency to issue bonds for the purpose, among other purposes, of purchasing, making or
otherwiseparticipating in the making of long-term mortgage loans to persons and families of low and moderateincomefor the
purchase of residential housing upon the determination by the Agency that such loansare not otherwiseavailablefrom private
lenders upon equivalent terms and conditions.

The Series Bonds are being issued or remarketed to provide money for the Agency to be used along with certain
contributed funds of the Agency, to continueits Program by purchasing Mortgage L oans made by Mortgage L endersto low
and moderateincome personsfor singlefamily, owner-occupied housing withinthe State, by depositing amountsinto the Debt
ServiceReserve Fund and | nsurance Reserve Fund and by paying certain costsof issuance of the SeriesBonds. See* Estimated
Sources and Uses of Funds — Series Bonds.” Although the State has appropriated amounts to the Agency for various
specific purposes (see “The Agency — State Appropriations”), the Agency generally pays its general and administrative
expenses from certain interest earnings and fees charged in connection with its bond-funded programs. For programs funded
through appropriations, the Agency recovers the costs of administering the programs only to the extent of interest earnings
on the appropriations.

Sinceitscreationin 1971, the Agency hasissued bondsto purchase single family mortgage loans, to purchase home

improvement and home energy loans and to finance multifamily developments. In addition to those programs, which are
financed through the issuance of debt, the Agency finances grants and |oans through State and federal appropriations and
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loansthroughits Endowment Fundsand Alternative L oan Fund inthe Residential Housing Finance Program Fund. Pleaserefer
to the “Restricted Fund Balances” footnote included in the notesto the financial statementsincluded in Appendix A.

The Series Bonds are secured, on aparity with Bonds heretofore and hereafter i ssued under the Bond Resolution, by
apledge of al Mortgage L oans and Revenues held and received by the Agency pursuant to the Bond Resolution including
the Mortgage L oans funded by the Agency from the Acquisition Fund and Revenues received by the Agency in connection
therewith. See“ Security for the Bonds.”

The Series Bonds are general obligations of the Agency payable from any of itsmoneys, assetsor revenues, subject
to the provisions of other resolutions and indentures now or hereafter pledging particular moneys, assets or revenues to
particular notes or Bonds, or State laws appropriating funds to the Agency for a specified purpose. The fund balance of the
General Reserve Account is legally available if needed to pay debt service on any obligations of the Agency, including the
Series Bonds.

TheAgency hasnotaxing power. Neither the State of Minnesota nor any political subdivision thereof isor shall be

obligated to pay the principal or redemption price of or interest on or purchase price with respect to the Series Bonds and
neither thefaith and credit nor thetaxing power of the State or any palitical subdivision ther eof ispledged to such payment.

THE AGENCY

Purpose

TheAgency wascreatedin 1971 by the Act asapublic body corporate and palitic, constituting an agency of the State
of Minnesota, inresponsetolegislativefindingsthat there existed in Minnesotaaserious shortage of decent, safe, and sanitary
housing at prices or rentals within the means of persons and families of low and moderate income, and that the then present
patterns of providing housing in the State limited the ability of the private building industry and the investment industry to
produce such housing without assistance and resulted in afailureto provide sufficient |ong-term mortgage financing for such
housing.
Structure

Under the Act, the membership of the Agency consists of the Commissioner of Trade and Economic Development,
the State Auditor and five public members appointed by the Governor with the advice and consent of the Senate for terms of
four years. Pursuant to the Act, each member continues to serve until asuccessor has been appointed. The Chairman of the
Agency is designated by the Governor from among the appointed public members. Pursuant tothe Act, theVice Chairman of

the Agency isthe Commissioner of Trade and Economic Development.

The present members of the Agency who serve without compensation (except for per diem allowance and expenses
for members not otherwise compensated as public officers), are:

Michael Finch, Chairman — Term expires January 2002, Minneapolis, Minnesota - Research Program Director
Gerald Carlson, Vice Chair — Ex-officio, St. Paul, Minnesota - Commissioner of Trade and Economic Devel opment
The Honorable Judith Dutcher —Ex-officio, St. Paul, Minnesota - State Auditor

Marge Anderson, Member — Term expires January 2004, Onamia, Minnesota- Tribal Chair of the Mille Lacs Band of
Chippewa

Peter G. Bernier, Member — Term expires January 2001, Squaw Lake, Minnesota
Lee Himle, Member — Term expires January 2003, Spring Valley, Minnesota - Insurance Agency Owner

Marina Mufioz Lyon, Member—Term expires January 2003, St. Paul, Minnesota - Foundation Officer.
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Staff

The staff of the Agency presently consists of approximately 170 persons, including professional staff memberswho
have responsibilitiesin the fields of finance, law, mortgage underwriting, architecture, construction inspection and housing
management. The Attorney General of the State of Minnesota provides legal services for the Agency.

TheCommissioner isappointed by theGovernor. TheA ct authorizesthe Commissioner of the Agency to appoint such
permanent and temporary employees asthe Commi ssioner deems necessary subject to the approval of the State Commissioner
of Employee Relations.

The principal officers and staff related to the Program are asfollows:

Katherine G. Hadley — Commissioner. Ms. Hadley was appointed Commissioner in July 1994, and reappointed in
January 1999. From January 1992 to the date of her appointment as Commissioner, Ms. Hadley was Deputy Commissioner of
the Agency. From October 1989 to January 1992, Ms. Hadley was the Director of Intergovernmental Affairs for the Agency.
From September 1980 to October 1986, Ms. Hadley was a staff attorney at Southern Minnesota Regional Legal Services
specializing in employment and family law. From October 1986 to October 1989, she was astaff attorney for the Legal Services
Advocacy Project engaged in legislative advocacy on avariety of employment, public benefits, juvenile court, and housing
issues. Ms. Hadley has a Bachelor of Arts degree from Hampshire College, Amherst, Massachusetts, and alaw degree from
the University of Minnesota.

Patricia A. Hippe — Deputy Commissioner. Ms. Hippe was appointed Deputy Commissioner effective May 4, 2000.
From January 1995 to the date of her appointment, Ms. Hippe was Director of Finance of the Agency. From January 1994 to
January 1995, Ms. HippewasAssistant Vice President and Trust Officer with Norwest Bank Minnesota, N.A. withresponsibility
for administration of taxable and tax-exempt bond issues primarily for student loan issuers. From January 1984 to January 1994,
she held avariety of progressively more responsible positions with the HEAF Group, the most senior of which was Manager
of Program A ccounting with responsibility for student |oan secondary market operationsand accounting for multiplefor-profit
and non-profit entities. Ms. HippeholdsaM astersdegreein Business Administration with aconcentrationin Accounting from
the University of St. Thomas, St. Paul, Minnesota, aBachel or of Sciencein Business Administration degreefromtheUniversity
of Minnesota and has successfully completed both the Certified Public Accountant and Certified Management Accountant
exams.

Michael A. Haley — Director of Minnesota Homes Division since September 1980. From January 1972 to September
1980, he was Assistant Vice President of the Marquette National Bank of Minneapolis with responsibility for the Bank’s
residential mortgage operations which included secondary market sales and operations, business devel opment and mortgage
loan underwriting and approval. Mr. Haley has a Masters degree in Business Administration and a Bachelor of Arts degree
from the University of St. Thomas, St. Paul, Minnesota. Mr. Haley alsoisagraduate of the M ortgage Bankers Association of
America School of Mortgage Banking.

Frances J. O’ Neill — Operations Manager of Minnesota Homes Division since July 1995. FromMay 1971 through
June 1995, shewaswiththe U.S. Department of Housing and Urban Devel opment (HUD). From 1979 until 1986 shewasDirector
of the Administration and M anagement Division, with responsibility for human resources, information systemsand accounting.
In 1986 sheassumed the position of Deputy Director of the Housing Development Division, with responsibility for singlefamily
mortgage operations. Ms. O’ Neill has a Bachelor of Science degree in Business Administration from Metropolitan State
University.

Karl J. Herman — Assistant Attorney General assigned to the Agency since 1974. From 1970 to 1974 Mr. Herman
was counsel for Pemtom, Inc., a Minnesota corporation in the land development and home construction industry. He was a
partner inthelaw firm of Davison, Herman & Mauer from 1967 to 1970 specializing in representation of clientsinthereal estate
development and construction industries. From 1961 to 1967 he was a Special Assistant Attorney General for the Minnesota
Highway Department andthe Anti-Trust Division of the Officeof the Attorney General. Mr. Hermanreceived hisundergraduate
and law degrees from the University of Minnesota.

The position of Director of Finance of the Agency is currently vacant.



The Agency’s offices are located at 400 Sibley Street, St. Paul, Minnesota 55101; its investor relations contact is
Sharon Spahn Bjostad at (651) 282-2577; and its general telephone number is (651) 296-7608. The Agency’ sweb site address
is http://www.mhfa.state.mn.us.

Financial Statements of the Agency

Attached as Appendix A hereto are the audited financial statements of the General Reserve Account and the Single
Family Fund (i) as of June 30, 1999 and 1998 and for the years then ended, together with the independent auditors' report
thereon for thefinancial statementsasof andfor theyearsended June 30, 1999 and 1998, dated August 26, 1999, except for Note
6, whichisas March 31, 2000, Note 10, which isas of April 19, 2000, and Note 11, which is as of February 29, 2000, of KPMG
LLP, and (ii) the unaudited financial statements of the General Reserve Account and the Single Family Fund as of and for the
nine months ended March 31, 2000, which reflect, in the opinion of the Agency, all normal recurring adjustments necessary for
afair statement of the financial position and results of operations of those Funds for the period. The audited financial
statements for the years ended June 30, 1999 and 1998 for all individual fundsaslisted in Note 2 of thefinancial statementsin
Appendix A are available upon request from the Agency.

Disclosur e Information

Continuing Disclosure. The Agency will covenant for the benefit of the Beneficial Owners of the Series Bonds to
provide annually certain financial information and operating datarelating to the Agency (the “Agency Annual Report”) and
to provide notices of the occurrence of certain enumerated events, if material. The Agency Annual Reportisto befiled by the
Agency no later than nine months after the close of each fiscal year with each Nationally Recognized Municipal Securities
Information Repository (a “Repository”). The notices of material events, if any, are to be filed with each of the Repositories
or with the Municipal Securities Rulemaking Board.

The specific nature of the information to be contained in the Annual Report or the notices of material eventsis
summarized below under the caption “Appendix B - SUMMARY OF CONTINUING DISCLOSURE AGREEMENT.” These
covenants have been madein order to assist the Underwritersin complying with SEC Rule 15¢2-12(b)(5).

Inadditiontothe Agency Annual Report required by the Continuing Disclosure Agreement, the Agency al so prepares
aquarterly disclosurereport for itssinglefamily bond resol utionsand asemi-annual disclosurereport for each of itsmultifamily
bond resolutions. Thereports are avail able upon request from the Agency or from one of the Repositories. The Single Family
Mortgage Bond Resol ution Disclosure Reports are filed quarterly. The most recent report is dated as of March 31, 2000. The
Agency is also committed to providing appropriate credit information as requested by therating agenciesrating the securities.

Board Resolution Restricted Fund Balancesand
Operationsto Date— General Reserve Account

Inaccordancewith provisionsof therespectivebond resol utions, the Agency may transfer money from Program Funds
tothe General Reserve A ccount of the Housing Development Fund. The Agency haspledged to depositinthe General Reserve
Account any such funds transferred from the Program Funds, except for any amounts as may be necessary to reimburse the
State for money appropriated to restore a deficiency in any debt service reserve fund.

The Agency further covenantsthat it shall usethe money inthe General Reserve Account only for the administration
and financing of programsin accordance with the policy and purpose of the Act, including reservesfor the payment of bonds
and of loans made from the proceeds thereof, and shall accumulate and maintain therein such a balance of funds and
investments aswill be sufficient for the purpose. To ensurethat fundsavailableinand availableto betransferred to the General
Reserve are preserved to provide financial security for the Agency’ sbondholders as covenanted in the bond resolutions, the
Agency has established investment guidelinesfor its Board Restricted Fund Balances. The Agency determines compliance
with itsinvestment guidelinesfor the Board Restricted Fund Balances annually as of the last day of the Agency’ sfiscal year.
Please refer to the “Board Restricted Fund Balances” footnote included in the notes to the financial statements included in
Appendix A.

Under these guidelines, the Agency’ s General Reserve Account Board Restricted Fund Balance is to be maintained
at alevel equal to the Agency’s Housing Endowment Fund requirement of two percent (2%) of |oans receivable.
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The Agency also established an Alternative Loan Fund within the Residential Housing Finance Bond Resolution.
Within thisfund, the Agency investsin acombination of cash, cash equivalents, investment securities, and loans according
to theinvestment guidelines established by the Agency for the Housing Investment and Housing Affordability Funds. The
Alternative Loan Fund is not pledged to the payment of the Residential Housing Finance Bonds, the Single Family Mortgage
Bonds or any other specific debt obligations of the Agency and is generally available to pay any debt obligations of the
Agency. Loan activity related to loans financed by the Housing Investment and Housing Affordability Funds are recorded
as part of the Alternative L oan Fundinthe Residential Housing Finance Bond Resolution. All interfund transfersare approved
by the Agency.

The following summary indicates the revenues earned, funds transferred to and from the General Reserve Account
and the expenses paid from such account for the periods indicated (in thousands):

Nine Months Ended

March 31, 2000 Fiscal Year Ended June 30,
(unaudited) 1999 1998
Revenues and other additions to
restricted fund balance:
Fees earned (1) $2,213 $2222 $22%
Interest earned on investments 1,653 2,319 2,440
Realized gain on sale of investment
securities, net — — 30
Unrealized gain (loss) on investment
securities, net (985) (341) 78
Administrative reimbursement
from funds (2)(3) 13405 13,330 13,037
16,286 17,530 17.879
Expenses and other reductions to
restricted fund balance:
Transfer of assets between funds (4) — 6,636 4,790
Salaries and benefits 7,020 8,862 8,230
Other general operating 3614 4,559 4417
10,634 20,057 17,437
Additions over (under) reductions 5,652 (2,527) 42
Restricted fund balance, beginning of period 34722 37.249 36807
Restricted fund balance, end of period $40,374 34,722 $37.249

(@] Fees earned consist primarily of fees collected in conjunction with the administration of the low income housing tax credit program
and certain non-Agency financed Section 8 devel opments.

2 Reimbursement from bond fundsaretransferred to the General Reserve Account in accordancewith the Agency’ sAffordable Housing
Plan at 60 basis points of assets.

3 Transfers from appropriated accounts consist of the portion of direct and indirect costs of administering the programsfunded by the
appropriations which are recovered from the interest earnings on appropriations.

(4 Earnings from bond funds may be transferred to the General Reserve Account to the extent permitted by any resolution or indenture
securing bonds of the Agency. See Note 7 — Board Restricted Fund Balances included in the notes to the financial statementsin
Appendix A for additional information.

State Appropriations

Overtheyears, the State L egislature hasenacted several lawsmaking amendmentsto the A ct and appropriating funds
to the Agency which areto be used for low interest |oans, grants, programsfor low and moderate income personsand families,
innovative devel opment, debt service and other housing related program costs. The State L egislature hasappropriated funds
to the Agency for its programsin every biennium since 1975. Over the past five years, appropriations to the Agency have
totaled $266,501,000. Most of the appropriations have been expended or committed by the Agency.



The appropriations are not available to pay debt service on the Bonds except as otherwise set forth in this Official
Statement.

Agency I ndebtedness

The principal amount of bonds and notes of the Agency which are outstanding at any time (excluding the principal
amount of any bonds and notes refunded) is limited to $2,400,000,000. The following table lists the principal amounts of
indebtedness, all of which are general obligations of the Agency, outstanding as of April 30, 2000:

Original Principal
Principal Amount
Number Bonds Amount(1) Outstanding

of Series(1) Maturing(1) (in thousands)  (in thousands)

Housing Development Bonds ................ 3 2000-2027 $ 117,995 $ 68835
Rental HousingBonds ...................... 16 2000-2028 356,690 268,510
Residential Housing FinanceBonds ........... 2 2000-2017 96,770 62,030
Single Family MortgageBonds ............... 102 2000-2033 2,203,695 1,644,300
Total Debt Outstanding ..................... $2,775,150 $2,043,675

(1) Does not include the original principal amount of any series of bonds that have been, as of April 30, 2000, defeased or paid in full,
whether at maturity or earlier redemption.

The payment of principal of and interest on obligations to the Agency as shown above may be made, if necessary,

from the General Reserve Account.

ESTIMATED SOURCES AND USES OF FUNDS — SERIES BONDS

The estimated sources and uses of funds rel ated to the Series Bonds, exclusive of accrued interest, are as follows:

Sources:
Principal Amount of SeriesBonds ..................... $71,715,000
Agency Contribution and Other Available Funds ....... 5,683,910
Total Sourcesof Funds ............ ..., /7,398,910
Uses:
Deposit to Acquisition Fund to:
Purchase MortgagelLoans ......................... $71,832,920
Pay Costsof Issuance ............ccooviiiiiinnnnnn. 100,000
Capitalized Interest ............ ... ..., 2,098,160
Deposit to the Debt Service ReserveFund ............. 2,151,450
Deposit to the Insurance ReserveFund ................ 610,000
Underwriters Compensation ................covunn.. 606,380
Total Usesof Funds ..., /7,398,910

Upon the original issuance of the Remarketed Bonds, proceeds of the 1997 Series G and 1997 Series H Bonds were
deposited in the Acquisition Fund and the Debt Service Reserve Fund. Proceeds received from the remarketing of the
Remarketed Bonds are to be used to purchase upon mandatory tender an equivalent principal amount of Outstanding 1997
Series G and 1997 Series H Bonds and, subsequent to such purchase, an amount of proceeds of such Bonds received upon
original issuance would become available to fund the Program and would be allocated on the books of the Agency, with
proceeds of the 2000 Series F Bonds, as set forth above.



DESCRIPTION OF THE SERIES BONDS
General

The Series Bonds are issuable only asfully registered bondsand will initially beregistered inthe name of Cede & Co.,
as nominee for The Depository Trust Company, New Y ork, New York (“DTC”), who will act as securities depository for each
series of the Series Bonds. Norwest Bank Minnesota, National Association, Minneapolis, Minnesota (to be known asWells
Fargo Bank Minnesota, National Association, effective in July 2000), isto serve as Trustee. Interest on the Series Bondsis
payable by moneyswired by the Trusteeto DTC, or its nominee, as registered owner of such Bonds, which interest is to be
redistributed by DTC. Principal of the SeriesBondsispayable at maturity or earlier redemption upon surrender at the principal
corporate trust office of the Trustee. See“Appendix E—BOOK-ENTRY-ONLY SYSTEM.”

The Series Bonds are remarketed or i ssuablein the denominati ons of $5,000 or any integral multiplethereof. For every
exchangeor transfer of Series Bonds, whether temporary or definitive, the Agency or the Trustee may make acharge sufficient
to reimburseit for any tax, fee or other governmental charge required to be paid with respect to such exchange or transfer.

The Remarketed Bonds mature on the dates and in the amounts set forth on the inside front cover hereof. The
Remarketed Bonds bear interest from the date of remarketing, payable semiannually thereafter on January 1 and July 1 of each
year, commencing January 1, 2001, at the rates set forth on the inside front cover hereof until payment of the principal of or
redemption price on such Bonds. Interest on the Remarketed Bonds shall be calculated on the basis of ayear of 360 days
composed of twelve 30-day months.

TheNew Issue Bondswill bedated, asoriginally issued, asof their date of original delivery and will matureonthedate
indicated on the inside front cover hereof. The New Issue Bondswill bear interest at afloatinginterest rate adjusted monthly
determined as described below under “Variable Interest Rate for New Issue Bonds.” Interest on the New Issue Bondswill be
payable on the first day of each month, commencing August 1, 2000, and at maturity or upon earlier redemption.

VariableInterest Ratefor New | ssue Bonds

TheNew IssueBondswill accrueinterest at afloating rate (the* Variable I nterest Rate”), recal cul ated for each calendar
month (a“Variable Interest Accrual Period”). The Variable Interest Rate for any Variable Interest Accrual Period (other than
the initial Variable Interest Accrua Period) means the sum of: (i) LIBOR (determined as described below) plus (ii) thirty
hundredths of one percent (0.30%) per annum; provided that the V ariable Interest Ratefor any VariableInterest Accrual Period
may not be more than eleven percent (11.00%) per annum. Theinitial Variable Interest Accrual Period will commence on the
date of delivery of the New Issue Bondsand end on, and include, July 31, 2000. TheVariableInterest Ratefor theinitial Variable
Interest Accrual Period will be six and ninety-three hundredths percent (6.93%) per annum. Calculationsof interest onthe New
Issue Bonds will be based on a 360-day year for the actual number of days elapsed.

WHILE THE NEW ISSUE BONDSWILL ACCRUE INTEREST AT A RATE ADJUSTED MONTHLY, OWNERS OF
THE NEW ISSUE BONDS WILL NOT HAVE ANY RIGHT TO TENDER THE NEW ISSUE BONDS AND NEITHER THE
AGENCY, THE UNDERWRITERS, THE TRUSTEE NOR ANY OTHER PERSON WILL BE OBLIGATED TO PURCHASE THE
NEW ISSUE BONDS AT ANY TIME.

“LIBOR,” with respect to the New I ssue Bonds, meansthe per annum ratefor depositsin United Statesdollarsfor one
month appearing on the Bloomberg British Bankers' Association Official BBA LIBOR Fixings Page (as defined below, the
“Officid BBA LIBOR Fixings Page”) as of 11:00 am. London, England time, on the second Business Day preceding the first
calendar day of each VariableInterest Accrual Period (in each casea”LIBOR Determination Date”), increased, if not expressed
as amultipleof one-hundredth of one percent (0.01%), tothenext highest one-hundredth of one percent (0.01%). “ Official BBA
LIBOR Fixings Page” meansthedisplay designated as page 1 of the“Official BBA LIBOR Fixings’ on the Bloomberg Financial
Markets Commodities News Service (or such other page as may replace the Official BBA LIBOR Fixings Page on that service,
or acomparable service as determined by the Trustee with the approval of the Agency, forthe purpose of displaying London
interbank offered rates of major banks).

If LIBOR does not appear on the Official BBA LIBOR Fixings Page on aLIBOR Determination Date, the Trustee will
request the principal London office of each of two major banks (other than the Trustee or a Trustee-owned or Trustee-affiliated
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bank) that are engaged in transactionsin the London interbank market, as selected by the Trustee with the approval of the
Agency, to providethe Trustee with its offered quotation for United States dollar depositsfor one month to prime banksinthe
London interbank market as of 11:00 am., London, England time, on such date. If at least two such mgjor banks provide the
Trustee such offered quotations, LIBOR on such datewill bethearithmetic mean of such quotations, increased, if not expressed
asamultiple of one-hundredth of one percent (0.01%), to the next highest one-hundredth of one percent (0.01%). If on such
date less than two of the major banks provide the Trustee with such an offered quotation, LIBOR on such date will be the
arithmetic mean of the offered rates that two leading banks in the City of New York, New Y ork (other than the Trustee or a
Trustee-owned or Trustee-affiliated bank), as sel ected by the Trustee with the approval of the Agency, are quoting as of 11:00
am., New Y ork City time, on such date to |eading European banks for United States dollar deposits for one month, increased,
if not expressed as a multiple of one-hundredths of one percent (0.01%), to the next highest one-hundredth of one percent
(0.01%); provided, however, that if two such New Y ork banks are not quoting asdescribed above, LIBOR for the next ensuing
Variable Interest Accrua Period will be LIBOR asin effect for theimmediately preceding Variable Interest Accrual Period.

Sinking Fund Redemption
The Series G Bonds maturing on January 1, 2018 are subject to mandatory redemption in part on January 1, 2010, and

on each July 1 and January 1 thereafter to and including July 1, 2017, at their principal amount plus accrued interest, without
premium, from fundsin the Sinking Fund A ccount, on the dates and in the principal amounts as follows:

Principal Principal
Date Amount Date Amount

January 1, 2010 $1,260,000 July 1, 2014 $1,640,000
July 1, 2010 1,300,000 January 1, 2015 1,690,000
January 1, 2011 1,340,000 July 1, 2015 1,735,000
July 1, 2011 1,375,000 January 1, 2016 1,790,000
January 1, 2012 1,420,000 July 1, 2016 1,845,000
July 1, 2012 1,460,000 January 1, 2017 1,895,000
January 1, 2013 1,500,000 July 1, 2017 1,950,000
July 1, 2013 1,550,000 January 1, 2018 620,000
January 1, 2014 1,590,000

The Series H Bonds maturing on July 1, 2019 are subject to mandatory redemption in part on January 1, 2018, July 1,
2018 and January 1, 2019, at their principal amount plus accrued interest, without premium, from funds in the Sinking Fund
Account, on the dates and in the principal amounts as follows:

Principal Principal
Date Amount Date Amount
January 1, 2018 $1,390,000 January 1, 2019 $2,135,000
July 1, 2018 2,070,000 July 1, 2019 2,200,000*

The Series F Bonds are subject to mandatory redemption in part on January 1, 2020 and on each January 1 and July
1 thereafter to and including July 1, 2030, at their principal amount plus accrued interest, without premium, from fundsin the
Sinking Fund Account, on the dates and in the principal amounts as follows:;

*Maturity.



Principal Principal

Date Amount Date Amount
January 1, 2020 $510,000 January 1, 2026 $ 875,000
July 1, 2020 535,000 Jduly 1, 2026 910,000
January 1, 2021 560,000 January 1, 2027 950,000
July 1, 2021 585,000 Jduly 1, 2027 995,000
January 1, 2022 615,000 January 1, 2028 1,040,000
Jduly 1, 2022 635,000 Jduly 1, 2028 1,085,000
January 1, 2023 670,000 January 1, 2029 1,135,000
Jduly 1, 2023 700,000 Jduly 1, 2029 1,185,000
January 1, 2024 730,000 January 1, 2030 1,240,000
July 1, 2024 760,000 July 1, 2030 1,300,000
January 1, 2025 800,000 January 1, 2031 1,355,000*
July 1, 2025 830,000

Special Redemption

Non-Origination. The SeriesBondsof each seriesare subject to special redemption, at the option of the Agency, prior
to maturity, at any time, in whole or in part, at a redemption price equal to par plus accrued interest, without premium, from
moneysrepresenting proceeds of such Series Bonds not used to purchase Mortgage L oans and transferred to the Redemption
Fund fromthe Acquisition Fund and any all ocableamountsheldinthe Debt Service Reserve Fund and I nsurance Reserve Fund
transferred to the Redemption Fund. In the event that any Series Bonds of a series are to be redeemed as a result of non-
origination, such Bonds shall be selected by |ot from such maturities of the Series Bonds of the series as shall be determined
by the Agency.

ExcessRevenues. Any moneyson deposit inthe Revenue Fund attributableto ExcessRevenuesmay, inthe Agency’s
discretion and subject to the requirements of the Resolutions, be applied to the redemption, at any time, at aredemption price
equal to par plus accrued interest, without premium, of Outstanding Bonds under the Bond Resolution (including the Series
Bonds) from such series, maturities and Sinking Fund Installments as the Agency may select at its option.

As used herein, “Excess Revenues’ shall mean the Revenues, including prepayments (except as described below),
on deposit in the Revenue Fund receivedin excessof (i) thematuring principal and Sinking Fund I nstallmentsand any required
mandatory redemptions, together with interest from time to time and payable, on Bonds Outstanding under the Bond
Resolution, (ii) amounts needed to maintai n the Debt Service Reserve Fund and the I nsurance Reserve Fund at their respective
Requirements, and (iii) amounts required by the Agency to pay fees and other costsin connection with the Bonds associated
with maintaining the Program.

Optional Redemption

The Remarketed Bonds of each series with stated maturities after July 1, 2010 are also subject to redemption at the
option of the Agency as awhole or in part on any date on or after July 1, 2010 from any amounts available to the Agency for
that purpose, and at the following redemption prices (expressed as percentage of the principal amount so redeemed) for the
respective redemption dates during the applicable period set forth below, plusinterest accrued to the date of redemption:

Redemption Date Redemption Price
July 1, 2010 to and including June 30, 2011 101.50%
July 1, 2011 to and including June 30, 2012 100.75
July 1, 2012 and thereafter 100.00

*Maturity.



The New | ssue Bonds are al so subject to redemption at the option of the Agency asawhole or in part at any timefrom
any amounts available to the Agency for that purpose, at a redemption price equal to the principal amount thereof to be
redeemed plus interest accrued to the date of redemption, without premium.

General Provisions

Except as otherwise provided in the Series Resolutions, any Remarketed Bondsto be purchased or redeemed or any
New Issue Bonds to be redeemed shall be purchased or redeemed only upon receipt by the Trustee of a certificate signed by
an officer authorized by the Agency and stating the following: (@) the Series of Bonds to be purchased or redeemed; (b) the
maturities within such Series from which Bonds are to be purchased or redeemed; and (c) the principal amount and maximum
price of Bonds within such maturities to be purchased or redeemed. If lessthan all Bonds of a series and maturity are to be
redeemed, the Bonds of that series and maturity to be redeemed shall be selected by lot, unless adifferent order of priority is
specified by the Series Resolutions. The Agency shall not at any time cause Series Bondsto be purchased or redeemed if this
would have any material adverse effect on its ability to pay when due the principal of and interest on the Bonds Outstanding
after such purchase or redemption.

TheTrusteeisrequiredto mail acopy of thenotice, by registered or certified mail, to theregistered owner of any Series
Bond called for redemption at least 30 days prior to the redemption date; said registered owner to be determined from the
registry books as of the last business day of the month preceding the month in which such noticeis mailed.

SECURITY FOR THE BONDS

The Bonds, including the Series Bonds, are secured as provided in the Bond Resolution by a pledge and grant of a
security interest in (a) all proceeds of the sale of the Bonds (other than proceeds deposited in trust for the retirement of
outstanding bonds and notes), (b) all Mortgage Loans and Investments made or purchased from such proceeds, (c) all
Revenues as defined in the Bond Resolution, and (d) all money, investments, and other assets and income held in and
receivables of Funds established by or pursuant to the Bond Resolution. The Bonds, including the Series Bonds, are general
obligations of the Agency, payable out of any other moneys, assets or revenues, subject only to the provisions of other
resol utionsor indentures now or hereafter pledging and appropriating particular moneys, assetsor revenuesto particular notes
or bonds, or State or federal laws or restrictions that particular funds be applied for a specified purpose. The pledge and
security interests granted by the Bond Resolution shall be for the equal benefit, protection and security of Holders of all
outstanding Bonds.

The Agency has no taxing power. The State of Minnesota is not liablefor the payment of the Bonds, and the Bonds
are not a debt of the State.

Projected Revenue Certificate

TheBond Resol ution requiresthat the Agency fileaProjected Revenue Certificatewith the Trusteeasof July 1ineach
year and within 30 days thereafter and prior to theissuance of any seriesof Bonds, and permitsarevised Certificateto befiled
a any time directed by the Agency. The Projected Revenue Certificate must show Revenues (including principal, interest and
prepayments on Mortgage Loans, and estimated investment income on all moneys held in the Program) anticipated to be
derived from the Program in the current and each future Fiscal Y ear, sufficient to make required fund transfers and debt service
payments on the Bonds in each such year, all to be based on the estimates and assumptions, and subject to the terms and
conditions, more fully set forth in the definition “ Projected Revenue Certificate” herein. If any Projected Revenue Certificate
failsto show an excess of Revenues over required fund transfers and debt service in the current or any future Fiscal Y ear, the
Agency isrequired to deposit on that date from any amountsproperly availableinits General Reserve Account or other funds
not pledged under the Bond Resolution, an amount which when deposited and utilized as set forth in a revised Projected
Revenue Certificatewill beat least equal to such required fund transfersand debt service. Assetforthmorefully in*Appendix
C — Summary of Certain Provisions of the Bond Resolution — Revenue Fund,” the Agency may withdraw from the Program
at the end of each Fiscal Y ear an amount which isnot required to produce Revenues equal to debt service and required Fund
transfers in the current and all future Fiscal Y ears as set forth in the Projected Revenue Certificate, provided that, subsegquent
to such transfer, total assets, exclusive of moneysin the Insurance Reserve Fund, exceedstotal liabilitiesby at least 3 percent.
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Revenues

The Agency has established a maturity schedule for the Series Bonds by taking into consideration, among other
things, the expected scheduled payments of Mortgage Loans. Such schedule was determined assuming no prepayments of
the Mortgage L oans.

When Revenues are greater than the amount necessary to pay maturing principal of and interest on the Bonds, the
excess may, to the extent permitted by applicable federal tax law, be used to make or purchase additional Qualified Mortgage
Loans or to redeem Bonds, including the Series Bonds. See “Description of the Series Bonds — Special Redemption.” If
Revenues are | ess than the amount necessary to pay maturing principal of the Bonds, then either the Agency will providethe
amount necessary for such payment from (@) the General Reserve Account of the Agency, (b) the Acquisition Fund, (c) the
Redemption Fund (but not from amounts required to pay Bonds previously called for redemption), (d) the Insurance Reserve
Fund, or (e) the proceeds of refunding Bonds, or the Trusteewill withdraw the necessary amount from the Debt Service Reserve
Fund.

Debt Service Reserve Fund

TheBond Resol ution createsand establishesaDebt Service Reserve Fund and providesthat the Debt Service Reserve
Requirement as of any date shall not belessthan 3 percent of the principal amount of the Outstanding Bonds. The Debt Service
Reserve Fund balancewill not belessthan 3 percent of the principal amount of Outstanding Bonds upon issuance of the Series
Bonds.

The balancein the Debt Service Reserve Fund on April 30, 2000 was $53,764,541, which was at |east equal to the Debt
Service Reserve Fund Requirement.

The Act provides that the Agency may create and establish one or more debt service reserve funds for the security
of itsbonds. The moneysheld in or credited to a debt service reserve fund shall be used solely for the payment of principal
of bonds of the Agency as the same mature, the purchase of such bonds, the payment of interest thereon or the payment of
any premium required when such bonds are redeemed before maturity, provided that the moneys in such fund shall not be
withdrawn therefrom at any time in such amount as would reduce the amount reasonably necessary for the purposes of the
fund, except for the purpose of paying principal and interest due on the bonds secured by the fund for the payment of which
other moneys of the Agency are not available. The Agency shall not issue any additional bonds or notes which are secured
by adebt service reserve fund if the amount in that debt servicereservefund or any other debt servicereservefund at thetime
of such issuance does not equal or exceed the minimum amount required by the resolution creating such fund unless the
Agency shall deposit in each such fund at the time of such issuance from the proceeds of the bonds or otherwise an amount
which, together with the amount then in the fund, will be no less than the minimum amount so required. The Act further
providesthat:

In order to assure the payment of principal and interest on bonds and notes of the agency and the continued
maintenance of all debt service reserve funds created and established therefor, the agency shall annually determine
and certify to the governor, on or before December 1, (a) the amount, if any, then needed to restore each debt service
reserve fund to the minimum amount required by the resolution or indenture establishing the fund, not exceeding the
maximum amount of principal and interest to become due and payable in any subsegquent year on all bonds or notes
which are then outstanding and secured by such fund; and (b) the amount, if any, determined by the agency to be
needed inthe thenimmediately ensuing fiscal year, with other funds pledged and estimated to be received during that
year, for the payment of the principal and interest due and payable in that year on all then outstanding bonds and
notes secured by adebt servicereservefund the amount of whichisthen lessthan the minimum amount agreed upon.
The governor shall include and submit to the legislature, in the budget for the following fiscal year, or in a
supplemental budget if the regular budget for that year has previously been approved, the amounts certified to him
by the agency.

In the opinion of Bond Counsel and counsel to the Agency, the State Legislature is legally authorized but is not
legally obligated to appropriate such amounts.
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Insurance Reserve Fund

The Bond Resol ution creates and establishes an Insurance Reserve Fund to be used for the purpose of paying that
portion of the claim for loss with respect to any Defaulted L oan which is hot paid by apublic or private insuring agency. As
of any particular date of calculation, the Insurance Reserve Requirement is the sum of amounts, if any, established for each
series of Bonds by the respective series resolutions.

The balanceinthelnsurance Reserve Fund on April 30, 2000 was $7,142,949, which wasat | east equal to the I nsurance
Reserve Requirement.

Additional Bonds

The Bond Resolution permits the issuance of additional Bonds, upon the adoption of a series resolution, without
limitationasto amount, to providefundsfor the purpose of financing the making or purchase of Qualified Mortgage L oansand,
in addition, to refund outstanding Bonds or other obligations of the Agency. No additional series of Bonds may be issued
except upon verification by the Trustee that an amount equal to the Debt Service Reserve Requirement effective uponissuance
of such Bondswill beon deposit inthe Debt Service Reserve Fund and an amount equal to the I nsurance Reserve Requirement
effective upon issuance of such Bondswill be on deposit in the Insurance Reserve Fund, and that the estimated Revenues set
forth in a Projected Revenue Certificate are in excess of required fund transfers and debt service on the Bonds in each Fiscal
Y ear as set forth in the Projected Revenue Certificate.

Any additional Bonds issued under the Bond Resolution will be on parity with the Series Bonds and all other
outstanding Bonds and will be entitled to the equal benefit, protection and security of the provisions, covenants and
agreements of the Bond Resol ution.

State Pledge Against Impairment of Contracts

The State in the Act has pledged to and agreed with the Bondholdersthat it will not limit or alter therightsvestedin
the Agency to fulfill the terms of any agreements made with them or in any way impair the rights and remedies of the
Bondholders until the Bonds, together with the interest thereon and on any unpaid installments of interest, and all costs and
expenses in connection with any action or proceeding by or on behalf of such Bondholders, are fully met and discharged.

THE AGENCY MORTGAGE PROGRAM
Proceduresfor Origination and Purchase
General
The following provides a general description of the Agency’ s Program, which is subject to change from timeto time.
Application

TheAgency’ sProgram providesfundsfor the purchase by the Agency of newly originated Qualified Mortgage L oans
at aprice and bearing interest at rates to be established on the basis of the interest cost of the Bonds. From the proceeds of
the Series Bonds, the Agency intendsto purchase Mortgage L oans on termsresulting in an effective rate sufficient to pay the
principal of and interest on the Series Bonds, the costs of servicing the Mortgage L oans and other expenses of the Program.
The Agency may require that the seller shall pay discount points to reduce the overall interest rate on the Mortgage Loans,
provide adequate compensation to Mortgage Lenders, and defray Agency operation costs and expenses.

In connection with the Program, the Agency has published The MHFA Mortgage Program Procedural Manual (the
“Manua™) which sets forth the guidelines and proceduresfor participation in the Program and therequirementsfor origination
of Mortgage Loans, including provisionsfor compliance with the requirements of applicablefederal law. The Agency solicits
participation in the Program by sending an application and commitment agreement (the “Agreement”) to eligible Mortgage
Lendersthat indicate an interest in participating in the Program. Each Mortgage L enderthat meets Program requirementsand

-12-



participates in the Program either executes or has executed an Agreement which incorporates the Manual by reference.
Generally, Mortgage Lenders that participate in the Program receive no advance commitment of funds from the Agency (see
exceptionsin “ Special Assistance Programs’ below). Rather, on the day the Program commences, Mortgage Lenders may fax
the Agency for an individual commitment of Mortgage Loan funds on a case-by-case basis as each application is taken and
initially screened by the Mortgage Lender. The Mortgage Loan funds are then to be reserved for each specific case for a
specific term. Should a specific case ultimately be declined or cancelled, the funds are available for use by another eligible
borrower and Mortgage Lender. The amount of funds that may be used by an individual participating Mortgage Lender isto
be determined by the Mortgage L oan demand experienced by the Mortgage L ender.

Upon execution of the Agreement by the Agency, each Mortgage Lender in the Twin Cities metropolitan area must
pay a$3,500 fee to participate in the Program, Mortgage L endersin outstate Metropolitan Statistical Areas must pay a $1,000
participation fee, and Mortgage Lendersin the balance of the State must pay a $300 participation fee unless payment of such
feesis specifically modified or waived by the Agency. Mortgage Lendersarenot required to pay areservationfeeuponinitial
telephone reservation of an individual commitment. If the Agency has not purchased a Mortgage Loan pursuant to an
individual commitment after 120 days where an existing homeisto be financed or after 180 days if a newly constructed home
is to befinanced, the Agency, at itsoption, may chargeand, if so charged, the M ortgage L ender must agreeto pay an extension
feeto maintaintheindividual commitment for aspecified, extended period of time. Participationfeesand, if charged, unrefunded
extensionfeesaretobedepositedinthe General Reserve Account and are not specifically pledged to the payment of the Bonds.

Qualified Borrowers

TheAgency hasestablished the maximum grossincomefor eligible borrowersunder the Program based upon applicable
federal law, the interest rate to be charged on the Mortgage Loan and Agency policy objectives. The maximum gross income
of an eligible borrower under the Program (other than as may be permitted under “ Special Assistance Programs”’ and “ Agency

Bond Issuance on Behalf of Local Governments” below) is currently asfollows:

Personsin Household

L ocation of
M ortgaged Property One Two Three Four Five Six Seven Eight
11-County Twin Cities

Metropolitan Area $35,150 $40,150 $45,200 $50,200 $54,200  $58250 $62,250 $66,250
Olmsted County 32,350 37,000 41,600 46,250 49,950 53,650 57,350 61,050
Baance of State 30,900 35,350 39,750 44,150 47,700 51,200 54,750 58,300

The Agency will apply the limitations set forth in Section 143(f) of the Internal Revenue Code of 1986, asamended (the
“Code") to applicants for Mortgage L oans from the proceeds of the Series Bonds.

At thetimethe Mortgage L oanismade, the borrower must certify hisor her intention to occupy the mortgaged property
ashisor her principal residence.

Credit underwriting must be in compliance with Federal Housing Administration (the “FHA"), the Veterans
Administration (the“VA™), the USDA Rural Development (formerly the Rural Housing and Community Development Service)
(“USDA Rural Development”) and/or mortgage industry accepted underwriting standards. For |loans which are not insured or
guaranteed by FHA, VA or USDA Rural Development, the Agency emphasizes Federal National Mortgage Association or
Federal Home L oan Mortgage Corporation (“FNMA/FHLMC”) standardsin the Manual.

Currently, borrowers with a gross income of $39,360 to $51,955, depending on household size, may be €eligible for
assistance for entry costs, monthly principal and interest payments, equity contributionsor all threeformsof subsidy, if needed
for borrower qualification. See “Homeownership Assistance Fund Loans’ below.

The Agency may revise said income limitsfor the Program and for Homeownership Assistance Paymentsfrom timeto
time to conform with State and federal law and Agency policy objectives.
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Qualified Mortgage Loans

Under the Bond Resolution, the unpaid principal amount of Mortgage L oans made or purchased from the Acquisition
Fund must not exceed, at the time of purchase, 75 percent of the Market Value of the Home subject to the Mortgage unless it
isinsured or guaranteed in one of the following ways: (1) if the Mortgage L oan isto beinsured or guaranteed by the FHA, VA,
USDA Rura Development or another agency or instrumentality, of the United States which has similar powers to insure or
guarantee Mortgage L oans, the amount may be the maximum permitted under the regul ations of such agency or instrumentality,
as modified to comply with the requirements of applicablefederal law; or (2) if the Agency isissued amortgageinsurance policy
by a private mortgage insurer qualified to provide insurance on mortgages purchased by the Federal Home Loan Mortgage
Corporationor theFederal National M ortgage Corporation, or asimilar federal agency or instrumentality, under whichtheinsurer,
if it requests the Agency to retain title, may pay a specified insured percentage of the claim, then the maximum amount of the
Mortgage Loan is a percentage of the Market Value of the Home equal to 75 percent plus said insured percentage; or (3) if the
MortgageLoanisnotinitially guaranteed or insured in the manner set forth in either of subsections(1) or (2) above, the Agency,
at thetime it purchases the Mortgage L oan, shall either (i) transmit to the Trusteefor deposit into the appropriate account inthe
I nsurance Reserve Fund an amount equal to the difference between the amount of the uninsured M ortgage L oan and 75 percent
oftheMarket Valueor (ii) shall certify tothe Trusteethat the balancethen existing in said account inthe Insurance Reserve Fund
is not less than the amount otherwise required by the preceding clause (i) to be on deposit therein.

Pursuant to recently enacted federal legislation, Mortgagors, with respect to Mortgage L oansoriginated after July 29,
1999 will have a right to cancel any private mortgage insurance policy insuring such loans when the outstanding principal
amount of the Mortgage L oan has been reduced or is scheduled to have been reduced to 80 percent or less of the value of the
Home at thetimethe Mortgage L oan was originated. The Mortgagor’ sright to cancel the policy issubject to certain conditions,
including (i) that the Mortgagor has a good payment history with respect to the Mortgage Loan, (ii) that the Mortgagor has
satisfied any requirement of the Agency that the value of the Home has not declined below the original value of the Home and
(iii) that the Mortgagor certifies that the Mortgagor’'s equity in the Home is unencumbered by a subordinate lien. Any
requirements for private mortgage insurance will automatically terminate when the schedul ed principal bal ance of the Mortgage
L oan, based on the original amortization schedule for the Mortgage L oan, is reduced to 78 percent or less of the value of the
Home at the time of origination, provided the Mortgage Loan is current. The legislation also requires that Mortgagors with
respect to Mortgage Loans originated prior to July 29, 1999 must be notified by the servicers on an annual basisthat they may
also have aright to cancel any private mortgage insurance policy insuring those loans with the consent of the Agency or in
accordancewith statelaw. The Agency’ sexisting policy hasbeento permit the cancellation of private mortgageinsurancewhen
the outstanding balance of the Mortgage L oan has been reduced to 75 percent or less of the value of the Home at the time of
origination, assuming a good payment history.

Qualified Mortgage Loans may be purchased from (1) Mortgage Lenders including any bank, savings bank, mutual
savings bank, savings and loan association, or building and loan association organized under the laws of Minnesota or the
United States, and any mortgagee or lender approved or certified by the Secretary of Housing and Urban Development or by
the Administrator of Veterans Affairs, or (2) any agency or instrumentality of the United States or the State.

Under the Bond Resolution the Agency must take or require a Servicer to take all measures, actions and proceedings
reasonably necessary and deemed by it to be most eff ectiveto recover the balance due on aDefaulted M ortgage L oan, including
the curing of the default by the Mortgagor, foreclosure of the M ortgage, acceptance of aconveyancein lieu of foreclosure, sale
of the Mortgage, renting or selling the Home, collection of any applicable mortgage insurance or guaranty, and preservation of
thetitle to and value of the Home pending recovery of the balance of the Defaulted Mortgage Loan. See“ State Laws Affecting
Foreclosure” in Appendix D.

Qualified Real Property
Pursuant to the Manual, Mortgage Loans may be purchased for (1) residential property in Minnesota on which is
located an owner-occupied one- or two-family dwelling, or (2) an owner-occupied residential unit in acondominium, townhouse

or planned unit development.

The Agency has established maximum purchase prices under the Program pursuant to the requirements of applicable
federal law. For the Series Bonds (other than with respect to variations permitted under “ Special Assistance Programs” and
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“ Agency Bond I ssuanceon Behalf of Local Governments” bel ow), maximum purchasepricesfor both one- and two-family homes
currently are:
New Construction

If the property to and

be mortgaged islocated in: Existing Residences
11-County Twin Cities Metropolitan Area $149,485
Rice County 110,226
Goodhue County 106,533
Olmsted County 106,311
Nicollet County 104,033
McLeod County 99,008
Steele County 97,340
Dodge County 93,498
Clay County 93,175
Blue Earth County 91,941
Benton and Stearns Counties 90,544
Winona County 84,978
Houston County 83,145
Kandiyohi County 81,133
Balance of State 77,540

The Agency may revise said maximum purchase prices from time to time to conform with applicable State and federal
law and Agency policy objectives. New construction is currently not permitted to be financed in the 11-county Twin Cities
metropolitan area, except in connection with the special assistance programs and Agency bond issuance on behalf of local
governments described below.

Under federal law, except in limited circumstances, no newly constructed 2-family residences may befinanced, assuch
properties must have been previously used as a 2-family residence for at least five years prior to the date of closing.

Special Assistance Programs

Notwithstanding the above, the Agency may set aside the proceeds of the Series Bonds under the Program for special
assi stance program components to meet specified housing needsidentified by the Agency. Under such program components,
the Agency may commit proceeds to such entities as Mortgage Lenders, units of local government or local housing and
redevel opment authorities, nonprofit housing providers, builders/devel opers, and other entitiesthat, inturn, will providehousing
finance opportunities that address a specified housing need to qualified borrowers purchasing qualified real property.

All Mortgage Loans originated under special assistance program components shall be qualified mortgage loans as
described above. Under certain circumstances, the Agency may elect todirectly originate such M ortgage L oansthroughitsown
staff.

Both borrowers and properties under special assistance program components are to be in compliance with
FHA/VA/USDA Rural Development and/or mortgageindustry accepted underwriting standards. The Agency may electtoeither
reduce or increase the income and/or house price limits provided herein incident to a specific assistance program component,
but in al circumstances, the Agency will assure that the applicable limits meet the requirements of federal law.

Agency Bond Issuance on Behalf of L ocal Gover nments

Statelaw providesthe processand procedures by which applicableunitsof local government may request an allotment
and subsequent allocation of qualified mortgage bond authority from a statewide housing pool established for this purpose.
In 1990, the State L egisl ature passed alaw which enabl es applicable units of local government to assign their qualified mortgage
bond authority to the Agency which may then issue bonds on behalf of local governments up to the amount of allocation
assigned to the Agency.
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Under the terms by which the Agency has agreed to accept the assignment of bond allocation, the Agency isto set
aside the amount of funds allocated for each unit of local government for the exclusive use of said local government in the
geographic area designated by same for a six month period. During the set-aside period, Mortgage L enders designated by the
unit of local government may reserve Mortgage Loans for specific cases for a specific term in accordance with the Manual.
Should any funds remain unreserved at the end of the six-month set-aside period, remaining funds are then to be available for
M ortgage L oansto bereserved by any other participating units of local government for an additional two-month period. Atthe
end of the two-month period, any unreserved funds are available to the Agency for general program purposes.

Pursuant to State law governing the allotment and allocation of qualified mortgage bond authority, applicable units of
local government may establish income and/or house price limits somewhat higher than the limits otherwise provided for the
Program. However, the Agency isto assure that the applicable limits meet requirements of federal law.

All Mortgage Loans originated pursuant to Agency bond issuance on behalf of units of local government shall be
qualified Mortgage L oans as described above. Both borrowers and properties are to be in compliance with FHA, VA, USDA
Rural Devel opment and/or mortgageindustry accepted underwriting standards. However, participating unitsof local government
do have the authority to set-aside funds to meet locally identified housing goals or address special program purposes within
their geographic areas.

Homeowner ship Assistance Fund L oans

The Agency has established aHomeownership Assistance Fund created with appropriations by the State L egislature
fromwhich Housing Assistance Fund |oans are made. In addition, the Agency has established a Homeownership Endowment
Fund within the Residential Housing Finance Bond Resolution which is also a source of funding for these loans. A second
mortgageloanismade by the Agency tothe Mortgagor for one of three purposes: (i) to assi st inthe payment of entry costs(i.e.,
required down payment and closing costs) on the home (up to a maximum of $3,500); (ii) to assist in the payment of monthly
principal and interest on the Mortgage Loan (up to a maximum of $1,440); or (iii) to provide an equity contribution loan in the
amount necessary to reduce the Mortgage L oan payments to an affordable level (up to a maximum of $10,000). Eligible
M ortgagors may receive either entry cost assistance or payment assistance separately or together, but may only receive the
equity contribution loan after application of the first two forms of assistancefail to qualify them for the Mortgage Loan. At the
time the Mortgage L oan is made, the Agency agrees to provide assistance and the Mortgagor agrees to repay such loan upon
sale, transfer, refinancing or when the property is no longer occupied by the Mortgagor.

M ortgagors who meet certain income requirementsand who do not have sufficient cash for down payment and closing
costs areeligiblefor entry cost assistance. Such Mortgagorsareeligiblefor entry cost assistance of up to 50 percent of theentry
cost requirement, with the total of such assistance not to exceed $3,500. The maximum household income requirements are as
follows:

Personsin Household 14 5 6 7 8+
Income Requirements $39,360 $42,509 $45,658 $48,806 $51,955

The Agency may change the income limits from time to time. In addition to meeting the specified household income limits,
Mortgagors that wish to receive monthly payment assistance or an equity contribution loan must attend qualified homebuyer
classroom instruction for at leastsix hoursbeforethe Mortgage L oanisclosed. Thisrequirement doesnot apply to Mortgagors
that only receive entry cost assistance.

The assistance for monthly principal and interest paymentsis also available to the Mortgagor at the same qualifying
income limits described above. Theinitial monthly assistance payment (made directly by the Agency to the Servicer) ranges
fromamaximum of $60 ($1,440 cumulative) to aminimum of $20 ($240 cumulative) based upon actual need for the assistance by
the Mortgagor. Monthly assistance payments decrease by $20 each year until the assistance ceases. In making a Mortgage
L oan, the monthly assistance payments will be taken into account in determining the ability of the Mortgagor to pay principal
of and interest on the Mortgage L oan over itsterm.

Mortgagors whaose housing debt ratio is greater than 28% of their total income and who will receive the maximum
monthly payment assistance of $60 per month may also be eligible for an equity contribution loan in an amount necessary to
reduce their housing debt ratio to 28%, but not to exceed $10,000. The equity contribution|loanisavailableto Mortgagorswho
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qualify under the income limits for entry cost assistance and monthly payment assistance. The equity contribution loanisa
deferred loan which is due on sale, transfer or refinancing or when the property is no longer occupied by the Mortgagor.

Mortgage Loans made or purchased from the proceeds of subsequent series of Bonds may or may not include
Homeownership Assistance. Neither the Homeownership A ssi stance Fund nor the Homeownership Endowment Fund havebeen
pledged to or are available for the payment of principal or interest onthe Bonds. The Agency, however, has covenanted inthe
Bond Resol ution to set-aside an amount sufficient with anticipated investment income therefrom to make all disbursements of
assistance agreed to be made available with respect to any Mortgage L oan.

Target Areas

Pursuant to applicable federal law, target areas have been established for the Program. Target areas consist of certain
census tracts in the Statein which 70 percent of thefamilies have an annual income of 80 percent or less of the statewide median
income or areas determined by the State and approved by the Secretary of the Treasury of the United States and the Secretary
of the United States Department of Housing and Urban Development to be areas of chronic economic distress (the “ Target
Areas’). The Agency will reserve the required amount of the Series Bond proceeds for the purchase of Mortgage Loans
financing the purchase of residences located in Target Areas and will advertise the availability of Series Bond funds for
Mortgage Loansin Target Areas. The Agency isalso requiredto exercisereasonablediligencein seeking to financeresidences
in Target Areas with Series Bond proceeds. Absent any determination by the Agency that further reservation is required by
federal law, any moneysremai ning unused may be made avail abl eto financethe purchase of residenceslocated anywherewithin
the State, or may be used to redeem Series Bonds.

Servicing

Under the Program, the Agency has set forth requirements for the servicing and accounting of Mortgage Loans in a
Servicing Manual. Servicing may be granted to Mortgage Lenders that may demonstrate adequate technical capability to the
Agency’s satisfaction. Each Servicer must maintain at all times afidelity bond and an errors and omissions policy issued by a
company having a current rating in Best’s Insurance Reports of A/AAA or better. Servicers are required to ensure that
mortgagors maintain on each home ahazard insurance policy providing fire and extended coverage equal to or greater than that
customary inthe geographic areain which thehomeislocated. Servicersarerequiredtoadvisethe Agency if ahomeisexposed
to arisk not otherwise covered by the hazard insurance policy and the Agency may require additional coverage.

The Agency requires anumber of reportsfrom its Servicers. Among those to be submitted isamonthly reconciliation
report together with asupporting loan trial balance. In addition, asettlement remittance report, designed to summarize amounts
due the Agency and to reconcile weekly remittancesto the final amount duefor thereporting period, isdue onamonthly basis.
The Agency has established specific requirements for Servicers regarding the procedures to be followed in cases involving
delinquencies. In addition to amonthly report requirement, Servicers are required, by following the Agency’s procedures, to
bring a delinquency current in the shortest possible time. The Agency may, at any time, terminate a servicing agreement and
re-assign servicing. Under the Program, Servicerswill receive ascompensation amonthly servicing fee not to exceed 1/12 of 3/8
of 1 percent of the outstanding principal amount of Mortgage L oans.

Applicable Federal Law Mortgage Eligibility Requirements

Applicable federal law imposes significant limitations on the financing of mortgage |oans on owner occupied one- to
four-family residenceswith the proceeds of aqualified mortgage bond issue, such asthe SeriesBonds. See*” Tax Exemptionand
Related Considerations.”
Mortgage L oan Portfolio

Asof March 31, 2000, the Agency had outstanding loansreceivabl e of $1,104,637,000, gross, from the proceeds of the
Outstanding Bonds. Anadditional $39,125,000 aggregate principal amount of mortgagel oanswerebeing processed at March 31,

2000. Asof March 31, 2000, excluding the proceeds of short-term bonds and notes, there were approximately $7,437,000 of
uncommitted proceeds from previous bond sales available for commitment.
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The Agency’s delinquency and foreclosure experience is currently at or below the national Mortgage Bankers
Association average.

OTHER PROGRAMS

In addition to the Program funded from the proceeds of the Bonds, the Agency finances other housing programswhich
provide loans for the purchase or improvement of single family housing and the acquisition, construction or rehabilitation of
multifamily rental housing in the State of Minnesota. The assets devoted to these programs are briefly described in the Notes
to the Financial Statementsin Appendix A.

TAX MATTERS
Remarketed Bonds
The Remarketed Bonds are subject to the requirements of Sections 143 and 148 and certain other sections of the Code.

Theloan eligibility requirements of Section 143 applicableto Mortgage L oansfunded in wholeor in part with proceeds
of the Remarketed Bonds are that (1) the Home on which the Mortgage Loan is made is asingle family residence which, at the
time the Mortgage Loan ismade, is or can reasonably be expected within areasonable time to become the principal residence
of the Mortgagor and islocated in the State; (2) except in certain limited circumstances, no part of the proceedsisto be used to
acquire or replace any existing mortgage; (3) the*acquisition cost” of the Home meets certain limits; (4) thefamily income of the
M ortgagor meets certain limits; (5) with certain exceptions, the M ortgagor shall not have had apresent ownership interest in his
principal residence during the preceding three years; and (6) the M ortgage L oan shall not be assumabl e unlessthe requirements
of (1), (3), (4) and (5) above are met at thetime of the assumption. Anissueistreated asmeeting theloan eligibility requirements
of Section 143 if (1) the issuer in good faith attempted to meet al of the requirements before the loans were executed; (2) 95
percent or more of the proceeds of the issue used to finance |oans were devoted to residences which met all such requirements
at the time the loans were executed or assumed; and (3) any failure to comply with theloan eligibility requirementsis corrected
within areasonable period after such failureisfirst discovered.

The Code also imposes additional requirements to maintain the exclusion from gross income for federal income tax
purposes of interest on the Remarketed Bonds. For example, the Code limits the amount of the costs of issuance which may be
paid from the proceeds of the Remarketed Bonds and limits the size of reserve funds established with the proceeds of the
Remarketed Bonds. In addition, the Code imposes, on a continuing basis, limitations on investment of the proceeds of the
Remarketed Bonds and requires earnings on non-mortgage investments in excess of the yield on the Remarketed Bonds to be
rebated to the United States.

TheAgency hasincluded provisionsintheResol utions, the Manual and other rel evant documents, and hasestablished
procedures (including receipt of certain affidavits and warranties from Mortgage Lenders, Mortgagors and others respecting
the mortgage eligibility requirements) in order to ensure compliance with the requirements of the Code which must be met
subsequent to the date of original issuance of the Remarketed Bonds. The Agency has covenanted in the Resolutions to do
all things necessary to assure that interest on the Remarketed Bonds will be excludable from federal grossincome and not to
permit any proceeds of the Remarketed Bonds to be used in a manner which violates any of the restrictions contained in
applicable federal law. Inthe opinion of Bond Counsel, the Manual and the Agency’ s covenants in the Resol utions establish
procedures under which the requirements of applicable federal law can be met. Noncompliance with the requirementsin the
Manual and Resolutions may cause interest on the Remarketed Bonds to become includable in the federal grossincome of the
owners thereof retroactive to the date of issue.

Assuming compliance with certain covenants in the Manual and Resolutionsintended to assure compliance with the
Code and with the procedures established by the Agency, in the opinion of Dorsey & Whitney LLP, Bond Counsel, under
existing laws, regulations, rulings and decisions, interest on the Remarketed Bonds is not includable in gross income of the
owners thereof for federal income tax purposes.
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The Code imposes an alternative minimum tax with respect to individuals and corporations on alternative minimum
taxableincome. In the opinion of Bond Counsel, interest on the Series H Bonds, but not the Series G Bonds, will be treated
as a preference item for purposes of calculating the federal alternative minimum taxable income of individuals and
corporations. Interest on the Series G Bonds and the Series H Bonds will be included in adjusted current earnings for
purposes of computing federal alter native minimum taxes imposed on corporations.

Prospective purchasers of the Remarketed Bonds should also be aware that (i) with respect to insurance companies
subject to the tax imposed by Section 831 of the Code, Section 832(b)(5)(B)(i) reduces the deduction for loss reserves by 15
percent of the sum of certain items, including interest on the Remarketed Bonds, (ii) interest on the Remarketed Bonds earned
by certain foreign corporations doing businessin the United States could be subject to abranch profitstax imposed by Section
884 of the Code, (iii) interest on the Remarketed Bonds may be included in the net investment income of foreign insurance
companies for purposes of computing thetax imposed by Section 842(b) of the Code, (iv) passiveinvestment income, including
interest on the Remarketed Bonds, may be subject to federal income taxation under Section 1375 of the Code for Subchapter S
corporations that have accumulated earnings and profits at the close of the taxable year if greater than 25 percent of the gross
receipts of such Subchapter S corporation is passive investment income, and (v) Section 86 of the Code requires recipients of
certain Social Security and certain Railroad Retirement benefits to take into account, in determining gross income, receipts or
accruals of interest on the Remarketed Bonds.

In addition, in the opinion of Bond Counsel, interest on the Remarketed Bonds is not includable in the taxable net
income of individuals, trusts and estates for Minnesotaincome tax purposes. Interest onthe SeriesH Bonds, but not the Series
GBonds, isincludableinincomefor purposesof cal cul ating the Minnesota alter native minimumtax applicabletoindividuals,
trusts and estates. Interest on the Remarketed Bonds isincludable in theincome of financial institutions and corporations for
purposes of the Minnesota franchise tax.

Theabove summary of possibleindirect tax consequencesisnot exhaustive. All purchasersof the Remarketed Bonds,
particularly purchasersthat are corporations (including Subchapter S corporationsand foreign corporationsoperating branches
in the United States), property or casualty insurance companies, foreign insurance companies, banks, thrifts or other financial
institutions, or certain recipients of Social Security and Railroad Retirement benefits, should consult their tax advisorsregarding
other possible federal and state income tax consequences of ownership of the Remarketed Bonds.

New | ssue Bonds

Interest on the New Issue Bonds is includable in gross income for purposes of federal income taxation and is
includablein the taxable net income of individuals, trusts and estates for Minnesota income tax pur poses.

Certain State Tax Legidation

The 1995 State L egislature enacted a statement of intent, codified asMinnesota Statutes, Section 289A.50, subdivision
10, that interest on obligations of Minnesota governmental unitsand Indian tribes be included in the net income of individuals,
trusts and estates for Minnesota income tax purposes if a court determines that Minnesota' s exemption of such interest
unlawfully discriminates againstinterstate commerce because interest on obligations of governmental issuersin other statesis
so included. Thisprovision appliestotaxableyearsthat begin during or after the calendar year inwhich any such court decision
becomes final, irrespective of the date upon which the obligationswereissued. No similar |egislation was proposed or approved
during the 1996, 1997, 1998, 1999 or 2000 |legislative sessions. The Agency is not aware of any judicial decision holding that a
state’ s exemption of interest on its own bonds or those of its political subdivisions or Indian tribes, but not of interest on the
bonds of other states or their political subdivisions or Indian tribes, unlawfully discriminates against interstate commerce or
otherwisecontravenesthe United States Constitution. Nevertheless, the Agency cannot predict the likelihood that interest on
the Remarketed Bonds would become taxable (for Minnesotaincome tax purposes) under this Minnesota statutory provision.
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LEGAL MATTERS

All legal matters incident to the authorization, original issuance and delivery or remarketing of the Series Bonds are
subject to the opinion of Dorsey & Whitney LLP, Minneapolis, Minnesota, Bond Counsel. The respective opinions of Bond
Counsel will be provided in substantially theformsset forthin Appendix F attached hereto. Certainlegal matterswill be passed
upon for the Underwriters by their counsel, Orrick, Herrington & Sutcliffe LLP, New York, New Y ork.

FINANCIAL ADVISOR

The Agency has appointed Evensen Dodge, Inc., Minneapolis, Minnesota, to serve asfinancial advisor tothe Agency
on matters related to the issuance of bonds (including the Series Bonds) and various asset and debt management matters.

UNDERWRITERS

The Remarketed Bonds are being remarketed, and the New | ssue Bonds are being purchased, by the Underwriters, for
which PaineWebber Incorporated, U.S. Bancorp Piper Jaffray Inc. and Dain Rauscher Incorporated are acting asManagers. The
Underwriters are to be paid afee of $424,580.15 with respect to the remarketing of the Remarketed Bondsand areto be paid afee
of $181,800.00 with respect to the offering of the New Issue Bonds. The Underwriters may offer and sell the Series Bonds to
certain dealers and certain dealer banks at prices lower than the public offering prices stated on the inside front cover hereof.

MISCELLANEOUS

This Official Statement is submitted in connection with the remarketing of the Remarketed Bonds and the offering of
the New Issue Bonds and may not be reproduced or used, as awhole or in part, for any other purposes. Any statement made
in this Official Statement involving matters of opinion or estimates, whether or not expressly so stated, are set forth as such and
not as representations of fact. This Official Statement is not to be construed as a contract or agreement between the Agency
and the purchasers or holders of any of the Series Bonds.

The execution and delivery of this Official Statement have been duly authorized by the Agency.

MINNESOTA HOUSING FINANCE AGENCY

By: /sl KATHERINE G. HADLEY
Authorized Officer

Dated: June 8, 2000.
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INDEPENDENT AUDITORS’ REPORT

The Members of the
Minnesota Housing Finance Agency:

We have audited the accompanying balance sheets of the General Reserve Account and the
Single Family Fund, together the Funds, of the Minnesota Housing Finance Agency (the Agency)
as of June 30, 1999 and June 30, 1998 and the related statements of revenues and expenses and
changes in restricted fund balances and cash flows for the years then ended. These financial
statements are the responsibility of the Agency’s management. Our responsibility is to express an
opinion on these financial statements based on our audits.

We conducted our audits in accordance with generally accepted auditing standards. Those
standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An
audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that
our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements of the Funds referred to above present fairly, in all
material respects, the financial position of the Funds of the Minnesota Housing Finance Agency as
of June 30, 1999 and 1998, and the results of their operations and their cash flows for the years
then ended in conformity with generally accepted accounting principles.

The year 2000 supplementary information is not a required part of the general purpose
financial statements, but is supplementary information required by the Governmental Accounting
Standards Board, and we did not audit and do not express an opinion on such information.
Further, we were unable to apply to the information certain procedures prescribed by professional
standards because of the nature of the subject matter underlying the disclosure requirements and
because sufficiently specific criteria regarding the matter to be disclosed have not been established.
In addition, we do not provide assurance that the Agency is or will become year 2000 compliant,
that the Agency’s year 2000 remediation efforts will be successful in whole or in part, or that
parties with which the Agency does business are or will become year 2000 compliant.

KPMe LLP

KPMG LLP

Minneapolis, Minnesota

August 26, 1999,

Except for Note 10 which is as of April 19, 2000,
Note 6 which is as of March 31, 2000 and

Note 11 which is as of February 29, 2000



MINNESOTA HOUSING FINANCE AGENCY

BALANCE SHEETS
(for specified funds)

ASSETS
Cash and cash equivalents, net
Investment securities, net
Loans receivable, net
Interest receivable on loans ..........
Interest receivable on investments .. ..
Mortgage insurance claims receivable. .
Real estate owned .. ................
Other assets

Total assets . ...................

LIABILITIES AND
RESTRICTED FUND BALANCES
Liabilities:

Bonds payable, net................
Interest payable..................
Accounts payable and

other liabilities
Interfund payable.................
Funds held for others

Total liabilities .................

Restricted fund balances:
Bond Resolution Restricted.........
Board Resolution Restricted

Total restricted fund balances ....

Total liabilities and restricted
fund balances .................

See accompanying notes to financial statements.

(in thousands)

General Reserve Account

Single Family

March 31, March 31,
2000 June 30, June 30, 2000 June 30, June 30,
(unaudited) 1999 1998 (unaudited) 1999 1998

$ 12,182 $ 4166 $ 3,751 $ 523,004 $ 688,002 $ 464,340
133,928 132,553 141,607 21,327 24,542 29,015
— — — 1,093,477 1,064,140 1,173,895
— — — 7,528 6,194 6,397
1,807 2,170 2,478 8,260 8,217 5,697
— — — 1,029 1,542 1,533
— — — 574 497 1,106
1,347 1,043 1,696 5 — 11
$149,264 $139,932 $149,532 $1,655,204 $1,793,134  $1,681,994
$ — $ — % —  $1,538,281 $1,655,983 $1,545,595
— — — 22,565 45,828 46,761
1,431 1,881 1,902 8,798 4,610 4,513
164 2,363 1,793 1,801 1,629 840
107,295 100,966 108,588 — — —
108,890 105,210 112,283 1,571,445 1,708,050 1,597,709
— — — 83,759 85,084 84,285
40,374 34,722 37,249 — — —
40,374 34,722 37,249 83,759 85,084 84,285
$149,264 $139,932 $149,532 $1,655,204 $1,793,134  $1,681,994




MINNESOTA HOUSING FINANCE AGENCY

STATEMENTS OF REVENUES AND EXPENSES AND

CHANGES IN RESTRICTED FUND BALANCES
(for specified funds)

Revenues:

Interest earned on loans ..........
Interest earned on investments . ...
Feesearned ....................

Realized gain (loss) on sale of

investment securities, net ........

Unrealized gains (losses) on

investment securities, net . .......
Total revenues ................

Expenses:

Interest ............ ... .........

Loan administration and

trusteefees ....................
Salaries and benefits ............
Other general operating ..........
Provision for loan losses ..........

Total expenses ................

Revenues over (under)

expenses............. ... ...

Other changes:
Administrative reimbursement

from (to) funds .................
Transfer of assets between funds . ..

Contributions to program funds
Net changes in restricted fund

balances ............... ... .. ....

Restricted Fund Balances:
Restricted fund balances,

beginning of year ...............

Restricted fund balances, end

ofyear ................ ... ....

See accompanying notes to financial s

(in thousands)

General Reserve Account

Single Family

Nine Months

Nine Months

tatements.

Ended Ended
March 31, Year Ended Year Ended March 31, Year Ended Year Ended
2000 June 30, June 30, 2000 June 30, June 30,
(unaudited) 1999 1998 (unaudited) 1999 1998

$ — $ — $ — $55,943 $ 79,516 $ 88,417
1,653 2,319 2,440 18,768 30,257 22,075
2,213 2,222 2,294 — — —
— — 30 (220) 2,071 —
(985) (341) 78 116 (3,462) 3,124
2,881 4,200 4,842 74,607 108,382 113,616
— — — 66,998 97,255 98,336

— — — 3,198 4,418 4,633
7,020 8,862 8,230 — — —
3,614 4,559 4,417 — — —
— — — 73 89 214
10,634 13,421 12,647 70,269 101,762 103,183
(7,753) (9,221) (7,805) 4,338 6,620 10,433
13,405 13,330 13,037 (6,200) (8,083) (8,691)
— (6,636) (4,790) — — —

— — — 537 2,262 4,343
5,652 (2,527) 442 (1,325) 799 6,085
34,722 37,249 36,807 85,084 84,285 78,200
$40,374 $34,722 $37,249 $83,759 $ 85,084 $ 84,285




MINNESOTA HOUSING FINANCE AGENCY

STATEMENTS OF CASH FLOWS
(for specified funds)
(in thousands)

General Reserve Account Single Family
Nine Months Nine Months
Ended Ended
March 31, Year Ended Year Ended March 31, Year Ended Year Ended
2000 June 30, June 30, 2000 June 30, June 30,
(unaudited) 1999 1998 (unaudited) 1999 1998
Cash flows from operating activities:
Principal repayments on loans. .. ... $ — $ — 3 — $ 89,387 $ 146,399 $ 122,636
Investment in loans. .............. — — — (122,533) (87,605) (177,133)
Interest received on loans ......... — — — 53,927 78,902 89,200
Interest transferred to funds held for
others ......................... (4,392) (5,938) (6,802) — — —
Fees received .................... 2,213 2,222 2,294 — — —
Salaries, benefits and vendor
payments ...................... (11,084) (13,442) (12,475) (3,523) (5,935) (5,391)
Deposits into funds held for others . . 26,019 33,652 42,446 — — —
Disbursements made from funds
held for others .................. (19,690) (41,274) (56,267) — — —
Interfund transfers and other
assets. .. ... (2,503) (412) (4,195) 167 800 440
Net cash provided (used) by
operating activities .............. (9,437) (25,192) (34,999) 17,425 132,561 29,752
Cash flows from noncapital
financing activities:
Proceeds from sale of bonds . ....... — — — 179,495 390,990 256,075
Principal repayment on bonds ... ... — — — (297,935) (282,945)  (173,785)
Interest paid on bonds and notes. . . . — — — (87,620) (93,589) (94,095)
Financing costs paid related to
bonds issued.................... — — — (1,330) (1,627) (2,672)
Agency contribution to program
funds.............. ... ... ...... — — — 537 2,262 4,343
Administrative reimbursement
from Funds . ... oeoeeae . 13,405 13,330 13,037 (6,200) (8,083) (8,691)
Transfer of cash between funds .... — (5,000) (3,500) — — —
Premium paid on redemption
ofbonds............. ... .. .. ..., — — — (573) (629) (895)
Net cash provided (used) by
noncapital financing activities .... 13,405 8,330 9,537 (213,626) 6,379 (19,720)
Cash flows from investing activities:
Investment in real estate owned ... — — — (657) (970) (1,025)
Interest received on investments. . .. 6,311 8,520 10,146 23,109 28,794 21,557
Proceeds from sale of mortgage
insurance claims/real estate owned — — — 5,511 10,246 10,893
Proceeds from maturity, sale or
transfer of investment securities .. 39,625 51,500 118,483 18,080 23,098 2,575
Purchase of investment securities . . . (41,888) (42,743) (121,537) (14,840) (19,804) (2,300)
Purchase of loans between funds. . .. — — — — 43,358 55,950
Net cash provided by investing
activities ...................... 4,048 17,277 7,092 31,203 84,722 87,650
Net increase (decrease) in cash
and cash equivalents .......... 8,016 415 (18,370) (164,998) 223,662 97,682
Cash and cash equivalents:
Beginning of year ................ 4,166 3,751 22,121 688,002 464,340 366,658
Endofyear ..................... $ 12,182 $ 4,166 $ 3,751 $ 523,004 $ 688,002 $ 464,340
Continued

See accompanying notes to financial statements.



MINNESOTA HOUSING FINANCE AGENCY
STATEMENTS OF CASH FLOWS (continued)

(for specified funds)
(in thousands)

General Reserve Account

Single Family

Nine Months

Ended
March 31, Year Ended Year Ended
2000 June 30, June 30,
(unaudited) 1999 1998

Nine Months

Ended
March 31, Year Ended Year Ended
2000 June 30, June 30,
(unaudited) 1999 1998

Revenues over (under) expenses .. $(7,753) $ (9,221) $ (7,805)

$ 4338 $ 6,620 $ 10,433

Adjustments to reconcile revenues
over (under) expenses to net cash
provided (used) by operating
activities:
Amortization of discounts and
feesonloans ................... — — —
Loss (gains) on sale of

securities, net .................. — — (30)
Unrealized losses (gains) on
securities, net .................. 985 341 (78)

Provision for loan losses ......... — — —
Capitalized interest on loans and

real estate ..................... — — —
Decrease (increase) in loans

receivable, excluding loans

transferred between funds....... — — —
Decrease (increase) in interest

receivable on loans.............. — —
Interest earned on investments... (1,653) (2,319) (2,440)
Interest transferred to funds held

forothers ...................... (4,392) (5,938) (6,802)
Interest expense on bonds

andnotes ...................... — — —
Increase (decrease) in accounts

payable ........................ (450) (21) 172
Decrease (increase) in interfund

payable, affecting operating

(344) (459) (478)
220 (2,071) -
(116) 3,462 (3,124)

73 89 214
(338) (703) (822)

(33,146) 58,794  (54,497)

(1,334) 548 2,083
(18,768) (30,257)  (22,075)

66,998 97,255 98,336

(325) (1,517) (758)
172 789 451
(5) 11 (11)

13,087 125,941 19,319

activitiesonly .................. (2,199) (1,065) (3,703)
Decrease (increase) in funds held
forothers ...................... 6,329 (7,622) (13,821)
Other ........... ... .o ... (304) 653 (492)
Total adjustments.............. (1,684) (15,971)  (27,194)
Net cash provided (used) by
operating activities............ $(9,437)  $(25,192) $(34,999)

$ 17,425 $132,561 $ 29,752

See accompanying notes to financial statements.




MINNESOTA HOUSING FINANCE AGENCY

NOTES TO FINANCIAL STATEMENTS
(Information for the period after June 30, 1999 is unaudited)

1. Nature of Business and Fund Structure

The Minnesota Housing Finance Agency was created in 1971 by an Act of the Minnesota
Legislature. The Agency was established to facilitate the construction and rehabilitation of
housing in Minnesota for families of low- and moderate-income by providing for mortgage loans,
development loans and technical assistance to qualified housing sponsors to be used for such
construction and rehabilitation. The Agency is a component unit of the state of Minnesota and
receives appropriations from the State Legislature substantially all of which are used to make
loans or grants under specified non-bond-financed programs.

The Agency is authorized to issue bonds and other obligations to fulfill its corporate purposes
up to a total outstanding amount of $2.4 billion. Amounts so issued shall not be deemed to
constitute a debt of the state of Minnesota or any political subdivision thereof.

The following describes the funds maintained by the Agency, all of which conform with the
authorizing legislation and bond resolutions:

General Reserve Account

The General Reserve Account was established in fulfillment of the pledge by the Agency of its
full faith and credit in its bond resolutions. Administrative costs of the Agency and multifamily
development escrows receipts and disbursements are recorded in this account.

Single Family
Bond proceeds for the bond-financed homeownership programs are maintained primarily

under Single Family. These loans are secured by first mortgages on real property.

2. Other Funds of the Agency

The following describes the funds maintained by the Agency which are not shown in these
financial statements, all of which conform with the authorizing legislation and bond resolutions:

Appropriated Accounts

The Appropriated Accounts were established to account for funds received from the State
Legislature and the Federal government which are to be used for low-interest loans, no-interest
deferred loans, programs for low- to moderate-income persons and families, innovative development
and other housing related program costs.

The following describes the bond funds maintained by the Agency, all of which conform with
the authorizing legislation and bond resolutions.

Residential Housing Finance

Included within Residential Housing Finance are the bonds issued and outstanding under the
resolution, the bond restricted Home Improvement, Homeownership and Multifamily Endowment
Funds, and the board restricted Alternative Loan Fund.

Bonds

The 1995 Series A and 1997 Series A bonds were issued to fund purchases of single family first
mortgage loans. The Agency anticipates that future series will finance program obligations for
other as well as single family mortgage loans.

Assets of the series bonds issued and outstanding under the Resolution and of the three
endowment funds described below are pledged to the repayment of Residential Housing Finance
bondholders.



MINNESOTA HOUSING FINANCE AGENCY

NOTES TO FINANCIAL STATEMENTS
(Information for the period after June 30, 1999 is unaudited)

2. Other Funds of the Agency (continued)
Home Improvement Endowment Fund

This fund is the principal source of funding for home improvement loans. There are currently
no outstanding bonds for the home improvement program. Home improvement loans in excess of
$5,000 are generally secured by a second mortgage.

Homeownership Endowment Fund

This fund is the source of funding for the entry cost and monthly housing assistance programs
for first-time homebuyers and below-market interim financing during construction and/or rehabil-
itation of single family housing.

Multifamily Endowment Fund

This fund is the principal source of funding for innovative multifamily programs that are not
candidates for bond financing such as a tenant services program, a contingency fund, non-profit
capacity building, flexible financing, and a program for leveraging investments in neighborhoods
and children.

Alternative Loan Fund

An Alternative Loan Fund has been established in the Residential Housing Finance Bond
Resolution to deposit funds in either the Housing Investment or Housing Affordability Fund,
which were otherwise available to be transferred to the General Reserve Account. The Alternative
Loan Fund is not pledged to the payment of the Residential Housing Finance bonds, or any other
specific debt obligation of the Agency but is generally available to pay any debt obligation of the
Agency.

The Alternative Loan Fund, Housing Investment Fund, is the source of funding for programs
such as New Construction Tax Credits first mortgages and bridge loans, Home Energy Loans and
other investment grade loans, as defined by the Agency.

The Alternative Loan Fund, Housing Affordability Fund, is the source of funding for Agency
administrative costs, bond sale contributions, zero percent deferred multifamily loans, Low &
Moderate Income Rental Program loans and other low-interest-rate loans with higher than
ordinary risk factors.

Each respective bond resolution described above prescribes the accounting for bond proceeds,
debt service requirements of the bond indebtedness, permitted investments, and eligible loans to
be financed from the bond proceeds.

Housing Development and Rental Housing

Bond proceeds for the multifamily housing programs are maintained under two separate bond
resolutions: Housing Development and Rental Housing. These loans are secured by first mortgages
on real property.

Multifamily Housing

During August 1998, utilizing available prepayments, funds available within Multifamily
Housing and optional redemption provisions, the Agency fully retired the remaining bonds. Any
remaining assets were transferred to Residential Housing Finance.



MINNESOTA HOUSING FINANCE AGENCY
NOTES TO FINANCIAL STATEMENTS
(Information for the period after June 30, 1999 is unaudited)
The audited financial statements for the years ended June 30, 1999 and June 30, 1998 for the
above mentioned funds are available upon request from the Agency.

The following represents condensed financial information on the above mentioned bond funds
(in thousands):

Total Assets Bonds Payable, Gross Restricted Fund Balances Revenues over Expenses
Nine Months

March 31, June 30, June 30, March 31, June 30, June 30, March 31, June 30, June 30, Ma:'lcheSI, June 30, June 30,

2000 1999 1998 2000 1999 1998 2000 1999 1998 2000 1999 1998
Multifamily Housing . . . $ — 3 — $31,959 $ — $ — $ 24210 $ — $ — $ 7372 $ — $ (139 $ 454
Housing Development .. 82,825 101,882 102,981 68,835 86,715 89,195 13,765 13,569 12,519 615 1,576 1,219
Rental Housing. . . . . .. 330,712 338,866 358,971 268,510 276,870 301,375 44,782 41,950 37,413 3,947 5,713 6,096

Residential Housing

Finance. . ......... 386,022 387,769 383,167 62,030 70,965 88,480 343,882 337,841 309,613 8,892 17,732 14,873

Of the total Restricted Fund Balances listed above at March 31, 2000, June 30, 1999 and
June 30, 1998, $247,048,000, $239,669,000 and $234,265,000 are Bond Restricted, $155,381,000,
$153,691,000 and $132,652,000 are Board Restricted.

As of March 31, 2000, June 30, 1999 and June 30, 1998 the Agency had committed
$34,621,000, $37,351,000 and $53,485,000 respectively, for the purchase or making of future loans
from the above mentioned funds.

3. Summary of Significant Accounting Policies

The following is a summary of the more significant accounting policies.

Basis of Accounting

The Agency follows the accrual basis of accounting.

Cash and Cash Equivalents, net

Cash equivalents may include commercial paper, money market funds, repurchase agreements,
investment agreements and any other investments, primarily US treasuries and agencies, which
have 90 or less days remaining to maturity at the time of purchase.

Investment Securities, net

The Agency carries investment securities at fair market value and records unrealized gains
and losses on investment securities as a result of changes in market valuations.

Loans Receivable, net

Loans receivable are carried at their unpaid principal balances, net of an allowance for loan
losses, unamortized premiums or discounts and fees.

The allowance for loan losses is established based on management’s evaluation of the loan
portfolio.

Generally, the Agency provides an allowance for loan losses for multifamily loans after
considering the specific known risks; adequacy of collateral and projected cash flows; past
experience; amount of federal or state rent subsidies, if any; the status and amount of past due
payments, if any; the amount of deferred maintenance, if any; and current economic conditions.

For homeownership, home improvement and home energy loans, the Agency establishes
varying amounts of reserves depending upon the number of delinquent loans, the number of days
delinquent and the type of insurance coverage in force: Federal Housing Administration (FHA)
insurance, Rural Development (RD) guarantee, Veterans Administration (VA) guarantee, private
mortgage insurance and pool or self-insurance.
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MINNESOTA HOUSING FINANCE AGENCY

NOTES TO FINANCIAL STATEMENTS
(Information for the period after June 30, 1999 is unaudited)

3. Summary of Significant Accounting Policies (continued)

Actual losses incurred are charged against the allowance for loan losses; recoveries are added
to the allowance for loan losses. Management believes the allowances for loan losses adequately
reserve for probable losses inherent in the loan portfolios as of June 30, 1999 and June 30, 1998.

Premiums, discounts or fees resulting from the purchase or origination of mortgage loans at
other than face value are amortized using the effective interest method.

Interest Receivable on Loans

The Agency accrues interest on its non-deferred loans until they become 90 days or more
delinquent in the case of multifamily loans or until they become real estate owned for all other
loans.

Mortgage Insurance Claims Receivable, net
Mortgage insurance claims are filed on properties that are FHA insured or VA guaranteed.
Real Estate Owned

Real estate acquired through foreclosure is recorded at the lower of the investment in the loan
or estimated fair market value less estimated selling costs.

Bonds Payable, net

Bonds payable are carried at their unpaid principal balances, net of unamortized deferred
financing costs. Deferred finance costs are amortized using the effective interest method in the
Single Family and Residential Housing Finance. In Housing Development and Rental Housing,
deferred finance costs are amortized using the bonds outstanding method due to the unpredictable
nature of loan prepayments.

Interfund Payable (Receivable)

Interfund payable primarily reflects pending transfers of cash and assets between funds. The
more significant activities that flow through this fund may include funds advanced for purposes of
optionally redeeming bonds when economically advantageous, funds advanced for loan warehousing,
administrative fees receivable and payable between funds, and certain mortgage payments
received and pending transfer to the respective funds.

Funds Held for Others

Funds held for others are primarily escrow amounts held by the Agency on behalf of
multifamily housing developments financed with the Agency’s bonds. These amounts are held
under the terms of the related loans and Federal regulations regarding subsidized housing.
Investment income relating to these funds is credited directly to the escrow funds; it is not
included in the investment income of the General Reserve Account. Also included in funds held for
others are monitoring fees collected and pending disbursement in connection with the Class 4(d)
Real Estate Tax Assessment Legislation.

Bond Resolution Restricted

Bond Resolution Restricted Fund Balances represent those funds restricted within the
respective bond resolution due to the specific provisions of the bond resolutions.

Board Resolution Restricted

Board Resolution Restricted Fund Balances represent those funds in the General Reserve
Account and those funds which were otherwise available to be transferred to the General Reserve
Account. Under the Agency’s bond resolutions, these are pledged as security for the Agency’s
general obligation pledge under such resolutions. The Agency’s Board is responsible for establishing
the investment guidelines for these funds.



MINNESOTA HOUSING FINANCE AGENCY

NOTES TO FINANCIAL STATEMENTS
(Information for the period after June 30, 1999 is unaudited)

3. Summary of Significant Accounting Policies (continued)
Fees Earned

Fees earned consists of fees related to the financing and administration of Section 8
properties, fees in connection with operating the Low Income Housing Tax Credit Program and
application fees for administering the Class 4(d) Real Estate Tax Assessment Legislation. Fee
income is recorded as it is earned.

Reduction in Carrying Value of Low Interest Rate Deferred Loans

Generally, the carrying value of those Housing Affordability Fund loans and Endowment Fund
loans which are originated at interest rates ranging from 0-3% and for which repayment is
deferred for up to 30 years is written down to zero at the time of origination by providing for a
Reduction in Carrying Value of Low Interest Rate Deferred Loans because of the nature of these
loans and the risk associated with them.

Other Changes

The Agency utilizes the Other Changes section of the Statement of Revenues and Expenses
and Changes in Restricted Fund Balances to describe various transfers between funds.

Administrative Reimbursement From (To) Funds

The Agency’s administrative operations are funded primarily by a monthly transfer from each
of the bond funds to the General Reserve Account in the amount of sixty basis points annually
based on long-term bonds outstanding. For programs funded through state appropriations, the
Agency recovers the cost of administering the programs to the extent of interest earnings on the
appropriations. Such cost recoveries are recorded in this account.

Transfer of Assets Between Funds

Funds in excess of the Housing Endowment Fund requirement, if any, in the General Reserve
Account are transferred annually to the Residential Housing Finance, Alternative Loan Fund.

Contribution to Program Funds

The Agency’s contributions to its bond issues, generally made from the Residential Housing
Finance Alternative Loan Fund, Housing Affordability Fund, are reflected here.

Non-Cash Activities

Transfers from loans receivable to mortgage insurance claims receivable for fiscal year 1999
were $168,877 and $7,055,542, for Residential Housing Finance and Single Family, respectively.

Use of Estimates

The preparation of the financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of
the financial statements and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.

Reclassifications

Certain amounts in the financial statements for the prior year have been reclassified to
conform with the present year presentation.

Related Party Transactions

On October 30, 1998 and April 30, 1999, Residential Housing Finance purchased loans with
an aggregate value of $45,619,056 from Single Family utilizing available non-bond funds. The
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MINNESOTA HOUSING FINANCE AGENCY

NOTES TO FINANCIAL STATEMENTS
(Information for the period after June 30, 1999 is unaudited)

3. Summary of Significant Accounting Policies (continued)

impact on the combined Statement of Revenues and Expenses and Changes in Restricted Fund
Balances was immaterial.

The Alternative Loan Fund in Residential Housing Finance continues to reflect outstanding
advances made in fiscal year 1997 for the purpose of optionally redeeming bonds in Rental
Housing. The advances were made in order to take advantage of economically favorable conditions
for redeeming bonds. The advances continue to be repaid according to the original debt schedule.
This transaction was recorded in Interfund Payable.

Income Taxes

The Agency is an agency of the state of Minnesota and is exempt from federal and state
income taxes. Accordingly, no provision for income taxes is necessary.

Rebateable Arbitrage

Arbitrage earnings that are due to the Federal government are recorded in Accounts Payable.
This liability does not reflect any unrealized appreciation or depreciation as a result of recording
investment securities at fair market value.

4. Cash, Cash Equivalents and Investment Securities, Net

Investments consist of those permitted by the various bond resolutions, state law and Board
policy.

Cash and cash equivalents are stated at cost which approximates market and are composed of
the following (in thousands):

March 31, 2000 June 30, 1999 June 30, 1998
Repurchase Investment Combined Repurchase Investment Combined Repurchase Investment Combined
Funds Deposits Agreements Agreements Totals Deposits Agreements Agreements Totals Deposits Agreements Agreements Totals
General Reserve Account .. $ — $12,182 $ — $12,182 $ — $ 4166 $ — $ 4,166 $1,386 $ 2,365 $ — $ 3,751
Single Family. . .. ... ... 314 11,220 511,470 523,004 8,992 26,992 652,018 688,002 2 26,014 438,324 464,340

Deposits may consist of commercial paper for the General Reserve Account and cash awaiting
investment in the daily sweep vehicle for the remainder of the funds. The commercial paper is held
by the Agency’s agent.

Repurchase agreements are collateralized at 102% of loan value with US treasury and agency
securities maturing in less than six years. Generally, repurchase agreements mature in one week
or less. At June 30, 1999 the collateral for the repurchase agreements in the General Reserve
Account is held by a third-party agent. The collateral for the repurchase agreements in the
remainder of the funds is held by the trustee as trustee for the Agency.

Generally, investment agreements are uncollateralized, interest-bearing, time deposits with
financial intermediaries with variable liquidity features which require from a one day to two week
notice for deposits and/or withdrawals and are invested in accordance with the restrictions
specified in the various bond resolutions. All the investment agreement providers have a
Standard & Poor’s credit rating of “A” or higher. Substantially all of the agreements contain
“termination” clauses so that the Agency may withdraw funds early if credit ratings deteriorate
below specified levels and collateral is not provided.

A-11



MINNESOTA HOUSING FINANCE AGENCY

NOTES TO FINANCIAL STATEMENTS
(Information for the period after June 30, 1999 is unaudited)

4. Cash, Cash Equivalents and Investment Securities, Net (continued)

Investment securities are recorded at fair market value and the unrealized appreciation or
depreciation in fair market value and are composed of the following (in thousands):

March 31, 2000 June 30, 1999 June 30, 1998

Unrealized
Appreciation

Unrealized
Appreciation
(Depreciation)

Unrealized
Appreciation
(Depreciation)

US Treasury (De;i:;eﬁ:‘ia::ion) Combined US Treasury in Fair Combined US Treasury in Fair Combined

Funds and Agency Market Value Totals and Agency Market Value Totals and Agency Market Value Totals
General Reserve Account . .. ... $134,993 $(1,065) $133,928  $132,633 $(80) $132,553  $141,346 $ 261 $141,607
20,263 1,064 21,327 23,594 948 24,542 24,605 4,410 29,015

Single Family. . . . ..........
US treasury and agency securities in the General Reserve Account are held by the Agency’s
agent in the name of the state of Minnesota. US treasury and agency securities in the remainder

of the funds are held by the Agency’s trustee in the Agency’s name.
Certain balances are required to be maintained under the various bond resolutions. These
balances represent debt service and insurance reserves. The required balances at March 31, 2000,
June 30, 1999 and June 30, 1998 for Single Family are $53,087,000, $56,085,000 and $56,685,000,

respectively.

5. Loans Receivable, Net

Loans receivable, net for Single Family consist of (in thousands):
Single Family

March 31, June 30, June 30,
2000 1999 1998
Outstanding principal ............... $1,104,637 $1,074,737 $1,185,393
Allowance for loan losses ............ (185) (185) (195)

(10,975) (10,412) (11,303)

Unamortized discount ...............
$1,093,477 $1,064,140 $1,173,895

Loans receivable, net..............

All loans in Single Family are secured by first mortgages on the real property.
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MINNESOTA HOUSING FINANCE AGENCY
NOTES TO FINANCIAL STATEMENTS

(Information for the period after June 30, 1999 is unaudited)

6. Bonds Payable, Net

Bonds payable, net for Single Family are as follows (in thousands):

Outstanding principal
Unamortized deferred finance costs. ..

Bonds payable, net

March 31,
2000

June 30,
1999

June 30,
1998

(11,379)

$1,549,660 $1,668,100 $1,560,055
(12,117)

(14,460)

$1,538,281

$1,655,983 $1,545,595

Outstanding principal of Single Family bonds payable are as follows (in thousands):

Series

1986 Series B
1986 Series C
1987 Series D
1988 Series A
1988 Series B
1988 Series C
1988 Series D
1988 Series E
1989 Series A
1989 Series B
1989 Series C
1989 Series D
1990 Series A
1990 Series B
1990 Series C
1990 Series D
1990 Series E
1991 Series A
1991 Series B
1991 Series C
1991 Series A Remarketed
1991 Series B Remarketed
1991 Series C Remarketed
1992 Series A
1992 Series B-1
1992 Series C-1
1992 Series D-1
1992 Series B-2
1992 Series C-2
1992 Series D-2
1992 Series E
1992 Series F
1992 Series G
1992 Series H
1992 Series 1
1993 Series B
1993 Series C

Outstanding
Amount
Maturity March 31, June 30, June 30,
Interest Rates Due Dates 2000 1999 1998
_ _ $ — $ — $ 14585
— — — — 11,150
— — — — 5,585
— — — — 13,685
— — — — 7,325
— — — — 2,970
— — — 6,080 7,235
— — — 5,475 7,835
— — — — 29,110
— — — 7,635 9,685
— — — 2,715 3,280
— — — 14,895 18,430
— — — — 31,760
— — — - 1,340
— — — — 21,050
— — — — 2,745
— — — — 2,875
7.45% 2022 12,225 33,710 35,275
7.30% 2011 625 1,900 1,970
6.40% to 7.10% 2000-2011 4,290 15,285 16,980
7.05% 2015-2022 9,225 12,990 14,045
6.95% 2011 690 710 720
6.00% to 6.80% 2000-2011 5,145 5,695 6,165
6.15% to 6.95% 2000-2016 7,905 9,710 11,305
6.75% 2026 8,270 8,835 9,255
6.75% 2023 7,510 8,020 8,400
5.40% to 6.50% 2000-2017 14,045 15,520 16,755
6.15% 2026 10,070 10,580 11,070
6.15% 2023 8,715 9,155 9,580
4.95% to 5.95% 2000-2017 16,280 17,705 19,095
6.85% 2024 44,475 46,485 46,485
6.75% 2012 3,725 3,895 3,895
— — — 4,320 8,395
6.50% 2026 21,030 21,895 22,145
5.30% to 6.25% 2000-2015 12,630 13,480 14,125
5.80% 2025 23,590 23,590 23,590
4.60% to 5.60% 2000-2017 11,580 18,720 21,380
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6. Bonds Payable, Net (continued)

Series

1993 Series D
1993 Series F
1994 Series A
1994 Series B
1994 Series C
1994 Series D
1994 Series E
1994 Series F
1994 Series G
1994 Series H
1994 Series 1

1994 Series J

1994 Series K
1994 Series L
1994 Series M
1994 Series N
1994 Series O
1994 Series P
1994 Series Q
1994 Series R
1994 Series S
1994 Series T
1995 Series A
1995 Series B
1995 Series C
1995 Series D
1995 Series G
1995 Series H
1995 Series 1

1995 Series J

1995 Series K
1995 Series L
1995 Series M
1996 Series A
1996 Series B
1996 Series C
1996 Series D
1996 Series E
1996 Series F
1996 Series G
1996 Series H
1996 Series 1

1996 Series J

1996 Series K
1997 Series A

MINNESOTA HOUSING FINANCE AGENCY

NOTES TO FINANCIAL STATEMENTS
(Information for the period after June 30, 1999 is unaudited)

Outstanding
Amount
Maturity March 31, June 30, June 30,
Interest Rates Due Dates 2000 1999 1998

6.40% 2027 14,315 16,565 17,495
4.50% to 6.25% 2000-2020 6,810 8,255 9,045
4.25% to 5.00% 2000-2013 6,140 8,550 11,090
4.75% to 5.65% 2016-2022 15,220 16,985 16,985
5.65% 2025 8,995 8,995 8,995
4.50% to 5.00% 2000-2025 28,785 47,335 55,320
4.20% to 5.90% 2000-2025 24,400 29,825 30,370
5.00% to 6.30% 2000-2025 26,420 33,515 36,715
5.875% to 6.45%  2015-2020 17,815 19,635 19,635
5.85% to 6.70% 2004-2018 13,295 16,570 17,430
5.35% to 6.90% 2000-2022 8,610 11,510 12,715
6.95% 2026 9,880 12,315 12,955
5.15% to 6.40% 2000-2015 15,010 19,345 20,925
6.70% 2020 11,475 14,025 14,610
6.70% 2026 16,400 20,045 20,885
6.45% 2025 12,000 14,915 16,200
6.45% 2012 8,810 10,345 10,765
6.45% 2021 16,095 18,890 19,665
6.70% 2017 2,835 7,800 9,320
5.70% to 6.50% 2000-2007 5,410 6,410 6,990
6.92% 2026 21,920 23,460 23,460
4.75% to 6.125%  2000-2017 13,360 15,290 15,995
7.65% to 8.15% 2000-2011 75 4,180 10,605
6.40% to 6.55% 2017-2027 35,570 35,570 35,5670
— — — 2,285 7,765
6.40% to 6.45% 2015-2025 39,100 40,160 40,160
6.65% to 8.05% 2000-2012 5,895 7,230 7,980
6.40% 2027 15,675 18,135 19,160
6.35% 2017-2018 6,065 7,020 7,415
4.55% to 6.10% 2000-2019 12,875 14,980 15,860
6.20% 2020 1,295 1,445 1,495
6.25% 2027 11,275 12,520 12,950
4.35% to 5.875%  2000-2017 28,685 31,475 32,025
5.70% to 6.375%  2022-2028 26,210 31,665 32,925
6.35% 2018-2019 7,680 7,680 7,695
4.75% to 6.10% 2000-2015 10,485 10,960 11,460
4.70% to 6.00% 2000-2017 17,355 19,500 20,585
6.25% 2022-2023 11,600 12,565 12,835
6.30% 2026-2028 14,655 15,860 16,200
6.25% 2026-2028 34,935 38,700 39,350
6.00% 2021 11,580 12,835 13,050
6.58% to 8.00% 2000-2017 11,505 13,105 13,480
5.60% 2021 850 915 915
4.00% to 5.40% 2000-2017 8,735 9,180 9,280
4.60% to 5.95% 2000-2017 20,080 20,815 20,815
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NOTES TO FINANCIAL STATEMENTS
(Information for the period after June 30, 1999 is unaudited)

6. Bonds Payable, Net (continued)

Outstanding
Amount
Maturity March 31, June 30, June 30,

Series Interest Rates Due Dates 2000 1999 1998

1997 Series B 6.20% 2021 8,445 8,445 8,445
1997 Series C 5.30% to 6.25% 2025-2029 22,475 25,165 25,5630
1997 Series D 5.80% to 5.85% 2019-2021 13,010 13,315 13,315
1997 Series E 5.05% to 5.90% 2024-2029 17,525 19,725 19,725
1997 Series F 6.61% to 7.43% 2000-2012 8,570 9,745 9,745
1997 Series G 3.70% 2018 40,260 40,260 40,260
1997 Series H 3.80% 2019 11,455 11,455 13,005
1997 Series 1 5.50% 2017 9,635 9,730 9,730
1997 Series J 4.85% 2021 8,250 9,020 9,020
1997 Series K 5.75% 2026-2029 22,240 22,700 22,700
1997 Series L 6.17% to 6.95% 2000-2010 8,935 9,550 9,550
1997 Series M — — — — 6,520
1997 Series N — — — — 1,115
1998 Series A 4.65% to 5.20% 2008-2017 5,665 5,710 5,710
1998 Series B 4.15% to 5.50% 2001-2029 16,890 17,030 17,030
1998 Series C 4.10% to 5.25% 2001-2017 21,775 21,775 21,775
1998 Series D 4.70% 2020 7,965 7,965 7,965
1998 Series E 5.40% 2025-2030 30,500 30,500 30,500
1998 Series F 3.45% 2017 11,385 22,035 —
1998 Series G 3.55% 2022 6,605 12,755 —
1998 Series H 3.55% 2031 15,965 30,850 —
1998 Series F-1 4.10% to 5.45% 2001-2017 10,650 — —
1998 Series G-1 5.60% 2022 6,150 — —
1998 Series H-1 5.65% 2031 14,885 — —
1998 Series 1 3.90% 2025 39,990 39,990 —
1998 Series J 3.95% 2023 32,475 32,475 —
1998 Series K 3.75% 2021 11,885 11,885 —
1998 Series L 3.85% 2021 32,070 32,070 —
1998 Series M 3.85% 2032 50,560 50,560 —
1999 Series B 5.00% to 5.25% 2013-2020 18,865 18,865 —
1999 Series C 4.00% to 4.85% 2002-2024 21,960 21,960 —
1999 Series D 5.45% 2026-2031 23,975 23,975 —
1999 Series E 3.15% 2000 23,650 23,650 —
1999 Series F 3.20% 2000 16,580 16,580 —
1999 Series H 5.30% to 5.80% 2011-2021 16,350 — —
1999 Series I 4.40% to 6.05% 2002-2031 34,700 — —
1999 Series J 4.40% 2017 4,745 — —
1999 Series K 4.50% 2033 44 515 — —

$1,549,660 $1,668,100 $1,560,055

The Agency uses special and optional redemption provisions to retire certain bonds prior to
their stated maturity from unexpended bond proceeds and revenues in excess of scheduled debt
service primarily resulting from loan prepayments.

All bonds are subject to optional redemption after various dates at an amount equal to 100%
to 102% of the unpaid principal and accrued interest as set forth in detail within the applicable
series resolution.
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MINNESOTA HOUSING FINANCE AGENCY

NOTES TO FINANCIAL STATEMENTS
(Information for the period after June 30, 1999 is unaudited)

6. Bonds Payable, Net (continued)

Amounts of bonds maturing in the first five fiscal years subsequent to March 31, 2000,
excluding bonds called for early redemption prior to June 30, 1999, as listed below, are as follows
(in thousands):

2000 2001 2002 2003 2004 Thereafter

Single Family ............... $—  $16,705 $20,715 $23,275 $24930 $1,464,035

The income and assets of each of the bond funds are pledged for the payment of principal and
interest on the bonds issued and to be issued by the program. The Agency believes that as of
June 30, 1999, the assets of all funds and accounts in the bond funds equaled or exceeded the
requirements as established by the bond resolution.

As of or after June 30, 1999, the Agency called for early redemption of the following Single
Family bonds (in thousands):

Retirement Date Original Principal Amount

July 1, 1999 $122,690
July 6, 1999 8,465
October 14, 1999 13,545
November 15, 1999 66,630
February 15, 2000 55
June 1, 2000 35,545

$246,930

Gains or losses related to early redemptions are recognized on the redemption date.

7. Board Restricted Fund Balances

In accordance with provisions of the respective bond resolutions, the Agency may transfer
money from the bond funds to the General Reserve Account. The Agency has pledged to deposit in
the General Reserve Account any such funds transferred from the bond funds, except for any
amounts as may be necessary to reimburse the State for money appropriated to restore a
deficiency in any debt service reserve fund. The Agency further covenants that it will use the
money in the General Reserve Account only for the administration and financing of programs in
accordance with the policy and purpose of the Minnesota Housing Finance Agency Act, including
reserves for the payment of bonds and of loans made from the proceeds thereof, and will
accumulate and maintain therein such a balance of funds and investments as will be sufficient for
that purpose. All interfund transfers are approved by the Board of the Agency.

In order to provide financial security for the Agency’s bondholders and to provide additional
resources for housing loans to help meet the housing needs of low and moderate income Minnesota
residents, the Agency’s Board adopted the following investment guidelines. These guidelines are
periodically evaluated in consideration of changes in the economy and changes in the Agency’s
specific risk profile. The Agency’s Board in 1997 reaffirmed the guidelines in connection with a
forward-looking risk analysis. The following table describes the balances to be maintained
according to the guidelines. Amounts in this table do not include unrealized appreciation or
depreciation resulting from valuing investment securities at fair market value.
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MINNESOTA HOUSING FINANCE AGENCY

NOTES TO FINANCIAL STATEMENTS
(Information for the period after June 30, 1999 is unaudited)

7. Board Restricted Fund Balances (continued)

Amount
at June 30, 1999
Board Resolution Restricted Fund Balances (in thousands)

Housing Endowment Fund
An amount equal to 2% of loans outstanding will be
invested in short term, investment grade paper at
market interest rates. ......... ... i $ 34,722
Housing Investment Fund
An amount equal to 5% of bonds outstanding less the
Housing Endowment Fund will be invested in intermediate
to long term, investment grade housing loans as defined by
the Agency, at interest rates which could be up to 3%
below market ......... ... ... . .. 70,411
Housing Affordability Fund
Funds in excess of 5% of bonds outstanding will be used
for administration of housing programs, contributions to
bond issues, early bond redemptions and low interest
rate loans with higher than ordinary risk factors........... 85,128

Combined Total . ......ovionee e $190,261

The Housing Endowment Fund is maintained in the Board Resolution Restricted Fund
Balance of the General Reserve Account.

Cash, cash equivalents, investment securities and loans originated with monies in the
Housing Investment Fund and Housing Affordability Fund are maintained in the Alternative Loan
Fund in the Residential Housing Finance Fund.

In connection with the self-insuring certain Single Family loans, the Agency has agreed to
maintain a General Reserve Account fund balance of at least 125% of the Program Fund’s
insurance reserve. This amount aggregated $7,552,686 at June 30, 1999.

All of the Single Family restricted fund balances at June 30, 1999 and June 30, 1998 are
restricted per the bond resolution.

8. Defined Benefit Pension Plan

The Agency contributes to the Minnesota State Retirement System (System), a multiple-
employer public employee retirement system, which provides pension benefits for all permanent
employees.

Employees eligible for the General Employees’ Retirement plan who retire at “normal”
retirement age (age 65 for those hired on or before June 30, 1989, and the Social Security
retirement age for those hired thereafter) or at age 62 and have at least 30 years of service, or at
an age where age plus years of service equal or exceed 90, are entitled to a retirement benefit,
payable monthly for life, equal to 1% percent of the average of their highest five successive years
of salary for each year of credited service. Employees may retire at any age with at least 30 years
of service (for those hired on or before June 30, 1989) or at 55 with at least 3 years service credit
and receive reduced retirement benefits. The System also provides death and disability benefits.
Benefits are established by State Law.
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MINNESOTA HOUSING FINANCE AGENCY

NOTES TO FINANCIAL STATEMENTS
(Information for the period after June 30, 1999 is unaudited)

8. Defined Benefit Pension Plan (continued)

Details of the benefit plan are provided on a System-wide basis. The Agency portion is not
separately determinable. The funding status of the System’s benefit plan is summarized as follows:

Schedule of Funding Progress
(dollars in thousands)

Excess
Funded
Actuarial
Actuarial Actuarial Accrued Actual Covered EFAAL as a %
Valuation Actuarial Value Accrued Liability Payroll of Covered
Date of Assets Liability (EFAAL) Funded Ratio (Previous FY) Payroll
07/01/98 $5,390,526 $5,005,165 $385,361 107.7% $1,557,880 24.74%

Schedule of Employer Contributions
(dollars in thousands)

Actuarially
Required Actual Annual Actual
Year Ended Contribution Actual Covered Member Required Employer Percentage
June 30 Rate Payroll Contributions Contribution Contribution* Combined
1998 7.13%** $1,557,880 $62,901 $48,176 $62,315 129.35%

* Includes contributions from other sources (if applicable).

** Actuarially Required Contribution Rate calculated according to parameters of GASB 25 using
a 30-year amortization of the excess funded accrued liability.

The information presented is as of July 1, 1998, which is the latest actuarial information
available.

The above summarizes the defined benefit pension plan. Please refer to the June 30, 1998,
State of Minnesota Comprehensive Annual Financial Report for a more comprehensive description.
9. Commitments

As of March 31, 2000, the Agency had committed the following amounts for the purchase or
origination of future loans (in thousands):

Approximate
Funds Amount
General RESEIVE . .ot $ 0
Single Family ........ ... .. i, 39,125
- 1 $39,125

The Agency has lease commitments for office facilities and parking on a long-term basis. Lease
expense for the fiscal years ended June 30, 1999 was $817,337. Commitments for future minimum
lease payments aggregate $891,475 in 2000, $925,808 in 2001, $961,561 in 2002, $996,797 in 2003,
$1,028,730 in 2004, and $5,314,601 thereafter.

The Agency is a party to various litigation arising in the ordinary course of business. While
the ultimate effect on such actions cannot be predicted with certainty, the Agency expects that the
outcome of these matters will not result in a material adverse effect on the General Reserve
Account’s financial position or results of operations.
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MINNESOTA HOUSING FINANCE AGENCY

NOTES TO FINANCIAL STATEMENTS
(Information for the period after June 30, 1999 is unaudited)

10. Subsequent Events

On April 6, 2000, the Board of the Agency approved series resolutions authorizing the issuance
of $94,640,000 bonds for the purpose of providing funds for certain of the Agency’s homeownership
programs. The Single Family Mortgage Bonds, 2000 Series A, Series B, Series C, Series D and
Series E were delivered on April 19, 2000.

11. Contingencies

The State of Minnesota and the Federal Department of Labor (DOL) reached an agreement in
February 2000 with respect to an audit performed by the DOL regarding compliance with the Fair
Labor Standards Act (FLSA). Under terms of the agreement, every state agency, including MHFA,
will undertake a study to determine whether any professional, professional supervisory and
professional unrepresented job classifications, previously thought to be exempt from overtime
compensation under the FLSA, are non-exempt. The period of the study is March 1 through
October 31, 2000. If any job classifications are determined to be non-exempt, MHFA may incur
overtime expense for a prior period dating back to January 12, 1998. As of the date of this offering
statement, no determinations have been made and no estimate of overtime, if any, can be made.
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MINNESOTA HOUSING FINANCE AGENCY
REQUIRED SUPPLEMENTARY INFORMATION (unaudited)

Year 2000 Readiness Disclosure

The Agency utilizes a variety of computer programs in its daily operations, including programs
to manage its portfolio of mortgage loans and to administer the receipt, disbursement, and
investment of revenues under its programs. Computer programs are also utilized by its bond
trustee, mortgage loan servicers, the counterparties for the agency’s investments, the Agency’s
financial advisor, and other third parties upon which the Agency depends for its programmatic and
financial operations. The Agency is not aware of any material Year 2000 related problems with
respect to third parties referenced above.

The Agency implemented a Year 2000 plan under the direction of its Information Systems
Steering Committee to address Year 2000 issues. The Agency did not experience any problems with
Year 2000 issues and no impairment of its operations is occurring nor anticipated.
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APPENDIX B

SUMMARY OF CONTINUING DISCLOSURE AGREEMENT

Thefollowing statements are extracted provisions of the Continuing Disclosure Agreement between the Agency and
the Trustee.

Definitions. In addition to the definitions set forth in the Resolution, which apply to any capitalized term used in this
Disclosure Agreement, the following capitalized terms shall have the following meanings:

“Agency Annual Report” shall mean any Annual Report provided by the Agency pursuant to, and as
described in, Sections 3 and 4 of this Disclosure Agreement.

“Agency Disclosure Representative” shall mean such officer of the Agency or a designee, or such other
person or agent of the Agency as the Commissioners shall designate in writing to the Trustee from timeto time.

“Beneficial Owners’ shall mean (1) in respect of aBond subject to abook-entry-only registration system, any
person or entity which (a) has the power, directly or indirectly, to vote or consent with respect to, or to dispose of
ownership of, such Bond (including persons or entities holding Bonds through nominees, depositories or other
intermediaries), or (b) istreated as the owner of the Bond for federal income tax purposes, and such person or entity
providesto the Trustee evidence of such beneficial ownership in form and substance reasonably satisfactory to the
Trustee; or (2) inrespect of aBond not subject to abook-entry-only registration system, theregistered owner or owners
thereof appearing in the bond register maintained by the Trustee, as Registrar.

“Listed Events” shall mean any of the events listed below under the heading “Reporting of Significant
Events.”

“National Repository” shall mean any Nationally Recognized Municipal Securities|nformation Repository for
purposes of the Rule.

“Repository” shall mean each National Repository and each State Repository.

“Rule’ shall mean Rule 15¢2-12(b)(5) adopted by the Securitiesand Exchange Commission (“ SEC”) under the
Securities Exchange Act of 1934 (“1934 Act”).

“ State Repository” shall mean any public or private repository or entity as may be designated by the State as
astate information depository for the purpose of the Rule. As of the date of this Disclosure Agreement, thereis no
State Repository.

Provision of Annual Reports.

(a) The Agency shall, nolater than nine months after the close of each fiscal year, commencing with thefiscal
year ending June 30, 2000, provideto each Repository and to the Trustee, an Agency Annual Report in compliancewith
the requirements of Section 4 of this Disclosure Agreement.

(b) If on the date specified in subsection (a) for providing the Agency Annual Report to Repositories, the
Trustee has not received a copy of the Agency Annual Report, the Trustee shall contact the Agency Disclosure
Representative to determine if the Agency isin compliance with subsection (a). If the Trustee determines that the
Agency hasnot filed its Agency Annual Report, when due, the Trustee shall file anotice with the Repositories as set
forth in Exhibit A and as required by Rule 15¢2-12(b)(5)(i)(D).

Content of Annual Reports. The Agency’s Annual Report shall contain or include by reference the following:
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Audited financial statements of the Agency for its prior fiscal year reporting on the balance sheets of the
Agency’s Single Family Mortgage Program Fund and the General Reserve Account of the Housing Devel opment Fund
and related statements of revenues and expenses and changesin restricted fund balances and of cash flows. If, onthe
date the Agency is required to provide the Agency Annua Report, the Agency has not received a report of
independent auditors, the Agency shall provide the Repositories and the Trustee with its unaudited financial
statements prepared in substantially the format of its audited financial statements.

Any or al of theitemslisted above may be provided by reference to other documents, including official statements of
debt issues of the Agency or related public entities, which have been submitted to each of the Repositories. If the document
provided by reference isafina official statement, it must be available from the Municipal Securities Rulemaking Board. The
Agency shall clearly identify each such other document so incorporated by reference in the Agency’s Annual Report.

The accounting principles used by the Agency in the preparation of its financial statements are generally accepted
accounting principles, referred to as“ GAAP.”

Reporting of Significant Events.

() This section shall govern the giving of notices of the occurrence of any of the following events with
respect to the Series Bonds:

. Principal and interest payment delinquencies;

. Non-payment rel ated defaults;

. Unscheduled draws on debt service reserves reflecting financial difficulties;

. Unscheduled draws on credit enhancements reflecting financial difficulties;
Substitution of credit or liquidity providers, or their failure to perform;
Adverse tax opinions or events affecting the tax-exempt status of the security;
. Modifications to rights of security holders;

Bond calls;

. Defeasances;

10. Release, substitution, or sale of property securing repayment of the securities; and
11. Rating changes.

©OND A WNBR

(b) The Trustee shall, within one (1) Business Day of obtaining actual knowledge of the occurrence of any
of the Listed Events, other than items 8 and 9, inform the Agency Disclosure Representative of the occurrence of the
event.

(c) Whenever the Agency obtains actual knowledge of the occurrence of a Listed Event, the Agency shall,
as soon as practicable, take such steps as are necessary to determine if such event would constitute material
information within the meaning of cases decided under the 1934 Act.

(d) If the Agency hasdetermined that the occurrence of aListed Event ismaterial withinthe meaning of cases
decided under the 1934 Act, the Agency Disclosure Representative shall promptly notify the Trusteeinwriting. Such
notice shall inform the Trustee that the occurrence is being reported by the Agency or instruct the Trustee to report
the occurrence pursuant to subsection (f).

(e) If in response to information received from the Trustee under subsection (b), the Agency determinesthat
the Listed Event would not be material withinthe meaning of casesdecided under the 1934 Act, the Agency Disclosure
Representative shall so notify the Trustee in writing and instruct the Trustee not to report the occurrence pursuant to
subsection (f).

(f) If the Trustee has been instructed by the Agency Disclosure Representative to report the occurrence of

a Listed Event, the Trustee shall file a notice of such occurrence with each National Repository or the Municipal
Securities Rulemaking Board and each State Repository.
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(g) Noticeof Listed Events described in subsections (a) (8) and (9) need not be given under this section any
earlier than notice of the underlying event is given to Hol ders of affected Bonds pursuant to the Resolution. Nothing
inthisDisclosure Agreement supercedesthe Trustee dutiesunder the Resol ution with respect to noti cesof redemption
or notices in connection with defeasance of Bonds.

Management Discussion of Items Disclosed in Annual Reports or as Significant Events. If anitemrequired to be
disclosed in the Agency’s Annual Report, or as a Listed Event, would be misleading without discussion, the Agency shall
additionally provide a statement clarifying the disclosure in order that the statement made will not be misleading inthecontext
inwhich it ismade.

Termination of Reporting Obligation. The Agency’s obligations under this Disclosure Agreement shall terminate
upon the defeasance, prior redemption or payment in full of all of the Series Bonds in accordance with the Resolution.

Substitution of Obligated Person. The Agency shall not transfer its obligations under the Resolution unless the
transferee agrees to assume all the obligations of the Agency under this Disclosure Agreement.

Amendment; Waiver. Notwithstanding any other provision of thisDisclosure Agreement, the Agency andthe Trustee
may amend this Disclosure Agreement (and the Trustee shall agree to any amendment so requested by the Agency), and any
provision of this Disclosure Agreement may be waived, if such amendment or waiver is supported by an opinion of counsel
experienced in federal securities laws, acceptable to each of the Agency and the Trustee, to the effect that such amendment or
waiverwould not, in and of itself, cause the undertakings herein to viol ate the Rul e taking into account any subsequent change
in or official interpretation of the Rule.

Additional Information. Nothing in this Disclosure Agreement shall be deemed to prevent the Agency from
disseminating any other information, using themeansof dissemination set forthinthisDisclosure Agreement or any other means
of communication, or including any other information in any Agency Annual Report or notice of occurrence of aListed Event,
in addition to that which is required by this Disclosure Agreement. |If the Agency chooses to include any information in any
Agency Annua Report or notice of occurrence of a Listed Event in addition to that which is specifically required by this
Disclosure Agreement, the Agency shall have no obligation under this Disclosure Agreement to update such information or
includeit in any future Agency Annual Report or notice of occurrence of a Listed Event.

Default.

(@) Inthe event of afailure of the Agency to provide to the Repositories the Agency Annual Report as
undertaken by the Agency in this Disclosure Agreement, the Beneficial Owner of any Bonds may take such actions
asmay be necessary and appropriate, including seeking mandamus or specific performance by court order, to cause
the Agency to comply with its obligations to provide Annual Reports under this Disclosure Agreement.

(b) Notwithstanding the foregoing, no Beneficial Owner shall have the right to challenge the content or
adequacy of the information provided pursuant to this Disclosure Agreement by mandamus, specific performance or
other equitabl e proceedings unless Beneficial Owners of Bonds representing at least 25% aggregate principal amount
of outstanding Bonds shall join in such proceedings.

(c) A default under thisDisclosure Agreement shall not be deemed an Event of Default under the Resol ution,

and the sole remedy under this Disclosure Agreement in the event of any failure of the Agency to comply with this
Disclosure Agreement shall be an action to compel performance.
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APPENDIX C

SUMMARY OF CERTAIN PROVISIONS OF THE BOND RESOLUTION

Thefollowing statements are brief summaries of certain provisions of the Bond Resolution. Defined termsused inthe
following summaries areidentical in al material respects with those used in the Bond Resolution.

Certain Defined Terms

Bond Requirement: As of any date of calculation, the sum of (i) that amount of the interest to become due on each
Series of Outstanding Bonds at its next I nterest Payment Date, the deposit of which once each month between that and the last
such Interest Payment Date (or if none, sincethe Issue Date) will produce a sum sufficient to pay such interest; (ii) that amount
of the Principal Installment due on each Series of Bonds at its next Principal Installment Date, the deposit of which, once each
month between that and the last such Principal Installment Date would produce a sum sufficient to pay such Principal
Installment; (iii) any amount referred to in clauses (i) and (ii) which has not been deposited in the Bond Fund in any month
preceding the date of calculation; (iv) any Principal Installment and interest due and unpaid before the date of calculation; and
(v) any interest accrued on any such Principal Installment and (to the extent lawful) on any suchinterest at the same rate asthat
borne by the Principal Installment before it became due and payable.

Debt Service Reserve Requirement: Asof any particular date of calculation, the sum of amountsestablished for each
Series of Bonds by the Series Resolution, not less than 3 percent of the principal amount of Bonds of that Series from time to
time Outstanding.

Defaulted Mortgage Loan: A Mortgage L oan on which payments are 60 daysin arrears (but not aMortgage L oan as
to which all defaults have been cured to the satisfaction of the Agency).

Escrow Payment: Any amount required pursuant to a Mortgage or collateral agreement to be deposited periodically
in escrow by a Mortgagor to accumulate funds needed to pay when due premiums for mortgage insurance and fire and other
hazard insurance, and taxes and other governmental charges or to create or maintain reserves for anticipated or contingent
construction, completion, replacement or operating costs.

Fees. All financing, commitment or similar fees or chargesreceived by the Agency in connection with and at or before
the time of making or purchase of a Mortgage Loan, whether paid by a Mortgage Lender or a Mortgagor, seller, builder or
developer of the mortgaged property, or as a discount on the purchase of the Mortgage Loan or as a deduction from the first
interest payable thereon.

Home: Real property and improvementsin the State, comprising not more than four dwelling units, occupied or to be
occupied by one or more persons or families.

Insurance Reserve Requirement: Asof any particular date of calculation, the sum of amounts, if any, established for
each Series of Bonds by the Series Resolution.

Investment: Any of the following which, at the time of purchase, are legal investments for Fiduciaries under the laws
of the State for moneys held hereunder which are then proposed to be invested therein:

(1) Direct general obligations of the United States.

(2) Obligationsthe payment of the principal of and interest on which, in the opinion of the Attorney General
of the United States, is unconditionally guaranteed by the United States.

(3) Bonds, debentures, participation certificatesor notesissued or unconditionally guaranteed by any agency

or corporation which has been or may hereafter be created by or pursuant to an Act of the Congress as an agency or
instrumentality of the United States (including but not limited to the fully guaranteed portion of an obligation partially
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guaranteed by any of the foregoing, if the Trustee’ s ownership of such portion is accepted in writing by an officer of
the guaranteeing agency or instrumentality).

(4) New housing authority bonds issued by public agencies or municipalities and fully secured as to the
payment of both principal and interest by a pledge of annual contributions under an annual contributions contract or
contracts with the United States, or project notesissued by public agencies or municipalities and fully secured asto
the payment of both principal and interest by arequisition or payment agreement with the United States.

(5) Direct and general obligationsof any statewithinthe United Statesor any political subdivision of the State
of Minnesota, which are at the time of purchase rated in the AA or a higher rating category as defined on the date
hereof by a nationally recognized bond rating agency, or in an equivalent or higher rating category based on any
subsequent redefinition.

(6) Certificates of deposit, whether negotiable or non-negotiable, i nterest-bearing time deposits, guaranteed
investment contracts or similar deposit agreements or contracts issued or guaranteed by any national banking
association or by abank and trust company organized under the laws of any state (including the Trustee), by aUnited
States subsidiary of aforeign bank or abranch of aforeign bank licensed by any state or the United States, provided
that (i) the principal amount thereof isfully insured by the Federal Deposit Insurance Corporation or, to the extent not
so insured, is continuously secured by the deposit with the Trustee, as custodian, of securitiesdescribedin any of the
clauses (1) through (5), inclusive, having an average market value at | east equal to the amount not so insured, together
with awritten undertaking satisfactory to the Trustee that the aggregate value of all securities so deposited will be so
maintained, on which undertaking the Trustee shall be entitled to rely, or alternatively, provided that (ii) theinstitution
issuing the certificate of deposit or accepting the time deposit or entering into the guaranteed investment contract or
similar deposit agreement or contract, or the guarantor of such institution, has a combined capital and surplus, or
stockholders’ equity or capital and retained earnings, of at least $50,000,000, and is rated in the AA or higher rating
category as defined on the date hereof by a nationally recognized bond rating agency, or in an equivalent or higher
rating category based on any subsequent redefinition (without reference to any modifiers within a category).

(7) Any repurchase agreement or similar financial transaction with a national banking association or a bank
or trust company organized under the laws of any state (including the Trustee), or with a primary reporting dealer in
United States government securities to the Federal Reserve Bank of New York, or with a securities broker-dealer
licensed pursuant to Minnesota statutes, chapter 80A, or an affiliate of it, regulated by the Securities Exchange
Commission and maintai ning a combined capital and surplus of $40,000,000 or more, exclusive of subordinated debt,
which agreement is secured by any one or more of the securities described in clauses (1) through (4) inclusive.

(8) Sharesof (i) aninvestment company registered under the federal investment company act of 1940, whose
shares are registered under the federal securities act of 1933, whose only investments are in securities described in
clauses (1), (2), (3) and (7) above and which has an investment policy of maintaining a stable $1.00 unit price or (ii) a
commontrust fund established by anational banking association or abank or trust company organized under thelaws
of any state with combined capital and surplus of at least $50,000,000, under the supervision and regulation of the
Comptroller of the Currency pursuant to 12 C.F.R. 9, or any successor regulation, whose only investments are in
securities described in clauses (1), (2), (3) and (7) above and which has an investment policy of maintaining a stable
$1.00 unit price.

Mortgage: A mortgage deed, deed of trust, or other instrument securing aMortgage L oan and constituting afirst lien

onaHome.

Mortgage Lender: Any of the followinginstitutionsmaking or holding aM ortgage L oan, whether for itsown account

or asagent of the Agency: (i) any bank, savings bank, mutual savings bank, savingsand |oan association, or building and loan
association organized under the laws of Minnesota or the United States, and any mortgagee or lender approved or certified by
the Secretary of Housing and Urban Development or by the Administrator of Veterans Affairs; or (ii) any agency or
instrumentality of the United States or the State, or a political subdivision of the State.

Mortgage Loan: An interest-bearing loan to a Mortgagor secured by a Mortgage on a Home, and evidenced by a

promissory note or a security payable from or evidencing an interest in such Mortgage L oans.
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Operating Expense Requirement: The amount at any time directed by an Officer’s Certificate to be deposited in the
Expense Fund under a schedul e approved by the Agency for each Fiscal Y ear, as such schedule shall be amended fromtimeto
time, for the payment or reimbursement of certain fees and expensesin connection with the Program as set forth in the Bond
Resol ution.

Prepayment: Any money received as payment of principal on aMortgage Loan in excess of the schedul ed payments
of principal then due.

Private Mortgage Insurer: A company qualified to provide insurance on mortgage loans purchased by the Federal
Home Loan Mortgage Corporation or the Federal National M ortgage Association, or any other agency or instrumentality of the
United States to which the powers of either of them have been transferred, or which has similar powers to purchase mortgage
loans.

Program: The Agency’s program of making or purchasing Qualified Mortgage L oans, including the payment when
due of principal of and redemption premium, if any, and interest on Bonds.

Projected Revenue Certificate: An Officer’s Certificate setting forth, as of any particular date:

(1) A schedule of estimated Revenues availablein the current and each future Fiscal Y ear for the payment of
interest and Principal Installments or Redemption Prices of Bonds, giving effect to:

(i) Scheduled payments of principal and interest on Mortgage Loans then held in the Acquisition
Fund, except Defaulted Mortgage L oans, and on any M ortgage L oans expected to be made or purchased from
cash or Investments then held in the Acquisition Fund; assuming that such additional M ortgage L oans bear
interest at stated rates and commence amortization on one or more stated dates, and that the scheduled
payments of principal and interest on Mortgage L oansassumed to be prepaid pursuant to clause (ii) terminate
on their assumed prepayment dates, respectively.

(ii) Assumed dates and amounts of Prepayments of any of said Mortgage Loans (which may vary
fromthe Prepayments assumed in establishing the Principal I nstallment Dates of the Series of Bondsfromthe
proceeds of which the respective Mortgage L oans were made or purchased).

(iii) Payments of principal and interest on Mortgage Loans, if any, anticipated to be made or
purchased from Prepayments and other Revenues received from time to time in excess of amounts required
for transfers and debt service payments estimated pursuant to clauses (2) and (3) below.

(iv) Theamount, if any, expected to be paid to the Agency on any future date for the purchase of
Mortgage L oans originally made or purchased in whole or in part from the proceeds of any Series of Bonds,
under a mortgage purchase agreement entered into by the Agency with the Minnesota State Board of
Investment or any other entity, at a price equal to a specified percentage of the unpaid balance of the
Mortgage Loans which will result from the scheduled payments and Prepayments predicted pursuant to
clauses (i) and (ii).

(v) Incomereceivablefromthe deposit and investment of amountsfromtimetotimeheldinall Funds
pledged to the payment of the Bonds, except interest on Mortgage L oans.

(vi) Amounts, if any, other than income, which may betransferred to the Revenue Fund or the Bond
Fund from any other Fund created by or pursuant to the Bond Resol ution, without drawing the Expense Fund,
the Debt Service Reserve Fund or thelnsurance Reserve Fund bel ow their respective Requirements, andwhich
are not expected to be transferred to the General Reserve Account pursuant to clause (5) under the caption
“Revenue Fund” below.

(2) A scheduleof amounts, if any, required to betransferredinthe current and each future Fiscal Y ear to the Expense
Fund, the Debt Service Reserve Fund and the | nsurance Reserve Fund for the purpose of accumulating and maintaining the
Operating Expense, Debt Service Reserve and Insurance Reserve Requirements.
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(3) A schedule of interest and Principal Installments or Redemption Prices due and payable with respect to all
Outstanding Bondsin the current and each future Fiscal Y ear, consistent with the dates and prices at which and the amounts
in which Bonds may and are assumed to be called for redemption in accordance with their terms.

(4) Theamount, if any, by which Revenues estimated pursuant to clause (1) to be available in the current and each
Fiscal Year exceed fund transfers and debt service payments estimated pursuant to clauses (2) and (3) to be required in the
same Fiscal Y ear.

Qualified Mortgage Loan: A Mortgage L oan satisfying the conditions set forth under the caption “ Qualification of
Mortgage Loans,” or a security payable from or evidencing an interest in Mortgage L oans each satisfying such conditions.

Revenues. All scheduled paymentsof principal of andinterest ontheMortgage L oans, net of Service Charges(whether
paid by oron behalf of the Mortgagor); all prepayments, payments by mortgage insurers, and proceeds of the sale of Mortgage
Loans; all incomeand gain, net of losses, from theinvestment and reinvestment of Bond proceeds and Revenues; all payments
received by the Agency under any mortgage purchase agreement entered into with the State Board of Investment or another
entity; and all other payments, proceeds, rents, charges and other cash incomederived by or for the account of the Agency from
or related to the Program, without limitation of the foregoing except that the following shall not be included in Revenues: (i)
Escrow Payments, (ii) Service Charges, (iii) Fees, unless otherwise specified in a Series Resolution with respect to all or part
thereof, or (iv) amounts from timeto time held in the General Reserve Account, including Series Arbitrage Reserves.

Series Arbitrage Reserve: A special subaccount created by a Series Resolution within the General Reserve Account
of the Agency for the purpose of compliance with applicable federal law.

Acquisition Fund

TheTrustee shall usetheamount credited to each Series Account inthe Acquisition Fund to pay the Costsof |ssuance
of the related Series of Bonds, to make or purchase Qualified M ortgage L oans, and to reimbursethe Agency for paymentsmade
by it from other funds for these purposes.

Asto each Mortgage L oan, the Trustee shall receive an Officer’s Certificate stating:

(2) theloan number assigned to it by the Agency, the names of the Mortgagor and the Servicer and the date
and amount of disbursement to be made therefor; and

(2) that the Mortgage Loan is Qualified.

All interest and other income received from the deposit and investment of money in each Series Account in the

Acquisition Fund and all scheduled payments and prepayments received on Mortgage Loans held therein shall betransferred
by the Trustee as received to the Revenue Fund.

Any amount of proceeds of a Series of Bonds remaining in the Acquisition Fund, three years after the Issue Date of
that Series, or at such earlier time as may be provided in the applicable Series Resolution, shall betransferred by the Trusteeto
the related Series Account in the Redemption Fund unless otherwise directed by an Officer’s Certificate.

Any amount in the Acquisition Fund required for the payment of Principal Installments of and interest on Bonds shall
be transferred to the Bond Fund if necessary in case of adeficiency.

Quialification of Mortgage L oans

At thetime of acquisition by the Agency, among other requirements, the unpaid principal amount of theM ortgage L oan
shall not exceed 75 percent of the Market V alue of the Home subject to the Mortgage, unlessthe M ortgage L oan isto beinsured,
secured or guaranteed in one of the following ways: (a) if the Mortgage Loan is to be insured or guaranteed by the Federal
Housing Administration or Veterans Administration, or any other agency or instrumentality of the United States to which the
powers of either of them have been transferred, or which hassimilar powersto insure or guarantee M ortgage L oans, the amount
may be the maximum permitted under the regulation of such agency or instrumentality; provided that any M ortgage L oan made
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by the Agency shall be endorsed for insurance or guaranty before a disbursement of Bond proceeds is made thereon, and all
mortgage purchase agreements entered into with Mortgage Lenders shall require the Mortgage Lender to repurchase the
Mortgage Loan if a final endorsement for insurance or guaranty is not received within 60 days, (b) if the Agency isissued a
mortgage insurance policy by a Private Mortgage Insurer before making or purchasing the Mortgage Loan, under which the
insurer must either (i) pay a claim after foreclosure and receipt of title to the Home, equal to the entire unpaid principal, accrued
interestand expenses of foreclosure of theMortgageL oan, or (ii) if it requeststhe Agency toretaintitle, may pay only aspecified
insured percentage of the claim, then the maximum amount of the M ortgage L oan shall be apercentage of the Market Value equal
to 75 percent plustheinsured percentage, or (c) if the Mortgage Loan isnot initially insured in the manner set forthin either (a)
or (b) above, the Agency shall either (i) transmit to the Trustee for deposit into the appropriate |nsurance Reserve Fund an
amount equal to the difference between the amount of the uninsured Mortgage L oan and 75 percent of the Market Value, or (ii)
shall certify to the Trustee that the balance then existing in the appropriate | nsurance Reserve Fund is not less than the amount
required by this clause (c) to be on deposit therein.

The Agency shall enter into a Servicing Agreement with respect to each Mortgage L oan unlessit determinesto service
the Mortgage itself.

Assistance Payments

TheAgency reservestheright totransfer any amount fromits General Reserve Account or other legally availablefunds
to the Trustee for credit to the Bond Fund in payment and satisfaction of a corresponding amount of the scheduled principal
or interest payments on any Mortgage L oan, or to advance such money to cure or avert adefault on any Mortgage Loan. The
Agency shall be entitled to recover from the Mortgagor any amounts so advanced, together with interest thereon at the rate
payable on the Mortgage Loan, or to enforce its right to such recovery under the Mortgage, but only after all other defaults
thereunder have been cured.

Deposit Revenues

The Agency will collect and deposit or will cause Servicersto collect and deposit with the Trustee or with Depositories
in the name of the Trustee, as soon after receipt as practicable, all Revenues derived from Mortgage Loans, including Defaulted
Mortgage L oans, and the Trustee shall credit all such receipts to the Revenue Fund, together with all Revenues derived from
Investments held in all Funds.

Revenue Fund

On or before each I nterest Payment Date and each Principal Installment Datethe Trustee shall withdraw fromany money
in the Revenue Fund and credit to each of the following Funds the amount indicated in the following tabulation, or so much
thereof as remains after first crediting the amount indicated to each Fund preceding it:

(1) TotheExpense Fund, theamount, if any, needed to increase the balance therein to the Operating Expense
Requirement.

(2) Tothe Bond Fund the amount needed to increase the balance therein to the Bond Requirement.

(3) Tothe Debt Service Reserve Fund, the amount, if any, needed to increase the amount therein to the Debt
Service Reserve Requirement.

(4) Tothelnsurance Reserve Fund theamount, if any, needed to increase theamount thereinto the Insurance
Reserve Requirement.

(5) Theremainder shall be held in the Revenue Fund until and unless directed by an Officer’s Certificate to
be transferred (i) to the Acquisition Fund, (ii) to the Redemption Fund, or (iii) as provided in the following two
paragraphs.

If the net Investment earnings received in any Series Account in the Revenue Fund exceed at any time the earnings
permitted under applicable federal law to be retained, the excess amount shall be paid over to the United States at the timesand
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in the manner provided in the applicable Series Resolution and applicable federal law. Such excess amount may betransferred
to a Series Arbitrage Reserve in the General Reserve Account at such times and in such amounts as may be required to assure
compliancewith applicablefederal law, notwithstanding the requirementsof other Fundsasset forthin the preceding paragraph.

Upon submission of the Projected Revenue Certificate as of July 1 in each year, the Agency may by an Officer's
Certificatedirect thetransfer tothe General Reserve Account, freeand clear of any lien or pledge created by the Bond Resol ution,
of an amount which is not required to produce estimated Revenues equal to debt service and required Fund transfers in the
current and all future Fiscal Y ears as set forth in the Projected Revenue Certificate, provided that, subsequent to such transfer,
total assets held under the Bond Resolution, exclusive of amounts on deposit in the Insurance Reserve Fund, exceed total
liabilities by at least 3 percent.

Expense Fund
Money deposited in the Expense Fund shall be applied to the payment of:
(1) Feesand disbursements of the Trustee and other Fiduciaries.

(2) The cost of mortgage pool insurance, special hazard insurance, mortgage purchase commitments, letters
of credit, review and analysisof Mortgage L oansand servicing and other security and servicesunder contractsentered
into by the Agency for the purpose of assuring the sufficiency of Revenues for debt service.

(3) Costsof foreclosure, sale, taxes, hazard insurance, appraisals, legal fees, maintenance, repairs and other
expensesincurred or to beincurred by the Agency to protect itsinterest as mortgagee of Homes as established by an
Officer's Certificate.

(4) Such amount as may be determined by the Agency to be necessary to pay its administrative expenses
directly related to the Program, not exceeding the annual amount estimated to be availablefor this purposein the most
recent Projected Revenue Certificate.

Bond Fund

The Trustee shall withdraw money from the Bond Fund prior to each Interest Payment Date and Principal I nstallment
Date for the payment of interest on and principal of the Bonds. Money in the Bond Fund for the payment of Sinking Fund
Installments shall be applied to the purchase or mandatory redemption of Bonds. No such money may be used to purchase
Bonds |ess than 25 days prior to the Sinking Fund Installment date, or at a price higher than the then applicable Redemption
Price.

Any amountinthe Bond Fundin excessof the Bond Requirement shall be credited by the Trusteeto the Revenue Fund.
Debt Service Reserve Fund

If at any time there shall not be a sufficient amount in the Bond Fund to make payment of Principal Installments of or
interest on the Bonds, the Trustee shall withdraw from the Debt Service Reserve Fund and pay into the Bond Fund the amount
of the deficiency. Money in the Debt Service Reserve Fund in excess of the Debt Service Reserve Requirement may be
withdrawn and credited to the Revenue Fund.

The Agency shall at al times maintain the Debt Service Reserve Fund and do and perform or cause to be done and
performed each and every act and thing with respect to the Debt Service Reserve Fund provided to be done or performed by or
on behalf of the Agency or the Trustee under the terms and provisions of the Bond Resolution and the Act.

The Agency shall cause the Chairman annually, on or before each December 1, to makeand deliver to the Governor of

the State his certificate stating the sum, if any, that is necessary to restore the Debt Service Reserve Fund to an amount equal
to the Debt Service Reserve Requirement.
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Insurance Reserve Fund

The Insurance Reserve Requirement, if any, received by the Trustee upon the issuance of a Series of Bonds shall be
held in the Insurance Reserve Fund and used for the purpose of paying that portion of the claim for loss with respect to any
Defaulted Mortgage L oan, made or purchased from the Acquisition Fund, which is not paid by any public or private insuring
agency. The Agency shall promptly furnish to the Trustee an Officer’s Certificate stating the amount of the loss, when
determinable, and the Trustee shall forthwith transfer this amount to the extent available fromthe Insurance Reserve Fund to
the Revenue Fund. Money in excess of the Insurance Reserve Requirement isto be withdrawn on Principal Installment Dates
and credited to the Revenue Fund. If at any time the amount in the Insurance Reserve Fund isless than the Insurance Reserve
Requirement, and is not restored from avail able Revenues in accordance with the Bond Resolution, or available funds in the
General Reserve Account supplied by the Agency, upon notice, the deficiency shall be supplied by the Trustee by the transfer
of funds available from the following sourcesin the following order of priority:

(1) from the Expense Fund;
(2) from any amount inthe Acquisition Fund in excess of Loan commitments; or
(3) from the Redemption Fund.

Redemption Fund

M oney in the Redemption Fund may be used to purchase Bondsor to redeem Bonds at the Redemption Prices set forth
in Series Resolutions.

I nterestand other incomederived from theinvestment or deposit of money inthe Redemption Fund shall betransferred
to the Revenue Fund as received. Other amountsin the Redemption Fund may beretransferred to the Acquisition Fund for the
making or purchase of Qualified Mortgage L oans when directed by an Officer’s Certificate.

Investment of Funds

Subject to instructions fromtime to time received from an Authorized Officer and with the objective of assuring the
maximum yield reasonably possible on money held in each Fund within the limitations set forth in applicable federal law, each
Fiduciary shall keep all money held by it invested and reinvested, as continuously as reasonably possible, in qualified
Investments. All Investments shall mature (or be redeemabl e at the option of the holder) and bear interest payable at the times
and in the amounts estimated to be necessary to provide funds for Mortgage L oan disbursements and for the payment of the
principal of and interest and premium, if any, on Bondswhen dueor when schedul ed for redemption pursuant to applicable Series
Resolutions.

Money in separate Funds may be commingled for the purpose of investment or deposit, subject to instructions from
an Authorized Officer, to the extent possible in conformity with the provisions described in the preceding paragraph. Moneys
held in separate Funds or Series Accounts may beinvested in common trust funds or pools of which such money forms a part
pursuant to theterms of which each Fund or Series Account isall ocated ashare of apool ed security proportionateto theamount
contributed to the purchase price of the pooled security, subject to the provisions of theimmediately preceding paragraph and
to the restrictions on Investments imposed by each Series Resolution. However, Investments of amounts held in Series
Accounts established by each SeriesResol ution shall be segregated from I nvestmentsof amountsheldin other SeriesAccounts,
to the extent required by the Series Resolution for compliance with applicablefederal law. Investmentsshall be sold at the best
price obtainable, and amounts held in certificates of deposit or time deposits shall be withdrawn, whenever necessary, in order
to make any disbursement for the purchase of Mortgage L oans, payment of expenses or debt service. Investments need not be
disposed of to make required transfers from one Fund or account to another, but one or more investments or portions thereof
may betransferred in lieu of cash.

Except as otherwise provided below, all Fundsof the Agency held by aFiduciary or another financial institutionintime

deposits or under certificates of deposit shall be continuously secured by the pledge and assignment to the Agency and the
Trustee of Investments of classes (1) through (5), inclusive, as defined above.
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The requirement in the preceding paragraph shall not apply to the following:
(1) Fundsheld by aPaying Agent in trust for the payment of particular Bonds or interest.
(2) Fundsheld by aFiduciary less than three working days pending investment or disbursement.
(3) Any amount insured by the Federal Deposit Insurance Corporation.

(4) Amountsheld by aFiduciary inuninvested trust accounts pending investment in accordancewith thefirst
paragraph of this section.

(5) Certificatesof deposit or timedeposits qualified as | nvestments under the provisions of subparagraph (6)
of the definition thereof set forth above.

Subject toapproval by an Authorized Officer, the Trusteeor another Fiduciary may apply money pertainingtoany Fund
created by or pursuant to the Bond Resol ution to the purchase of Investments owned by it initsindividual capacity, and may
sell toitself initsindividual capacity Investments held by it in any such Fund as such Fiduciary.

Amendments
Amendments of the Resolutions may be made by a Supplemental Resolution.

Supplemental Resolutions may become effective upon filing with the Trustee if they add restrictions on the Agency,
add covenantsby the Agency, surrender privilegesof the Agency, authorize Additional Bondsand fix thetermsthereof or affect
only Bonds not yet issued.

Supplemental Resolutions become effective upon consent of the Trustee if they concern only curing or clarifying an
ambiguity, omission, defect or inconsistency.

Other Supplemental Resolutions may become effective only with consent of the Holders of at least 66 2/3 percent in
principal amount of the outstanding Bonds affected thereby.

However, no amendment shall permit a change in the terms of redemption or maturity of any Outstanding Bond or of
any installment of interest thereon or areduction in the principal amount thereof or the Redemption Price thereof or the rate of
interest thereon without the consent of the Holder of such Bond, or shall reduce the percentage of the Holders the consent of
whichisrequired to effect any such amendment.

Any amendment may be made with unanimous consent of the Bondholders, except that no amendment shall change
any of the rights or obligations of any fiduciary without the consent of that Fiduciary.

Defeasance

Bonds, the payment or redemption for which moneys shall have been deposited with the Trustee, shall be deemed to
have been paid, provided that, if any such Bonds are to be redeemed prior to the maturity thereof, provision satisfactory to the
Trustee shall have been made for the giving of notice of redemption thereof. Moneys so held by the Trustee shall be invested
by the Trustee, as directed by the Agency, in Investments. Alternatively, if the maturing principal of Investments (not
redeemabl e at the option of the issuer and which are described in clauses (i) or (ii) of the definition of “Investments” above)
deposited with the Trustee and theinterest to fall due thereon are at least equal the amount of money required for the payment
on any future date of theinterest on or principal of or Redemption Price on such Bonds, the Bondsshall be deemed to have been
paid and shall no longer be considered Outstanding under the Bond Resol ution.

Events of Default

Each of the following shall constitute an event of default under the Bond Resolution: (1) interest on any of the Bonds
shall become due on any date and shall not be paid on said date, or the principal or Redemption Price of any of the Bonds shall
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become dueon any date, whether at maturity or upon call for redemption and shall not be paid on said date; or (2) Bonds subject
to redemption by operation of Sinking Fund Installments shall not have been redeemed and paid in the amount required in the
applicable Series Resolution on any date; or (3) a default shall be made in the observance or performance of any covenant,
contract or other provision in the Bonds, the Bond Resol ution or the applicable Series Resolution contained and such default
shall continue for aperiod of 90 days after written notice to the Agency from aBondholder or fromthe Trustee specifying such
default and requiring the same to be remedied; or (4) certain acts of bankruptcy, insolvency or reorganization by or against the
Agency.

Remedies

Upon the happening and continuance of an event of default, the Trustee may, and shall upon the written request of
the Holders of 25 percent of the Outstanding Bonds affected by an event of default described in clause (1) or (2) of “Events of
Default” above, or 25 percent of all Outstanding Bondsif the event of default is one described in clause (3) or (4) of “ Events of
Default” above, proceed to protect the rights of the Bondholders under the laws of the State of Minnesota or under the Bond
Resolution. No Bondholder shall have theright to institute any proceedings for any remedy under the Resolutionsunlessthe
Trustee, after being so requested to institute such proceedings and offered satisfactory indemnity, shall have refused or
neglected to comply with such request within areasonable time and unlessthe proceeding is brought for the ratabl e benefit of
al Holders of all Bonds. However, nothing in the Resolutions contained shall affect or impair the right of any Bondholder to
enforce the payment of the principal of and interest on such Bondholder’s Bond.
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APPENDIX D

MORTGAGE INSURANCE PROGRAMS AND
STATE LAWS AFFECTING FORECLOSURES

Federal Housing Administration Single-Family
Mortgage | nsurance Programs

The National Housing Act of 1934, as amended, authorizes various Federal Housing Administration (the “FHA")
mortgageinsurance programs, which differ in some respects depending primarily upon whether the mortgaged premisescontain
five or more dwelling units or less than five such units.

The regulations governing all of the FHA programs under which the mortgage loans may be insured provide that
insurance benefits are payabl e either upon foreclosure (or other acquisition of possession) and conveyance of theHometo the
Department of Housing and Urban Development (“HUD”) or upon assignment of the defaulted mortgage loan to HUD. With
respect to the assignment of mortgaged premises containing less than five dwelling unitsto HUD, mortgagees must first make
adetermination asto whether or not the default is caused by a circumstance or set of circumstances beyond the mortgagor’s
control, which temporarily renders the family financially unable to cure the delinquency within a reasonable time or make full
mortgage payments. |f adetermination is made that the default is caused by such circumstances, HUD must be requested to
accept assignment and must have rejected the request for the mortgagee to initiate foreclosure proceedings. Assignments of
mortgaged premises containing five or more dwelling unitsis at the option of the mortgage lender, but HUD may decrease the
insurance payment if the mortgage lender chooses to assign such amortgage by an amount equal to 1% of the unpaid principal
amount of the mortgage loan.

Under some of the FHA insurance programs, insurance claims are paid by HUD in cash, unless the mortgage hol der
specifically requestsin debenturesissued by HUD. Under others, HUD hastheoption, at itsdiscretion, to pay insuranceclaims
in cash or in such debentures. The current HUD policy, subject to change at any time, is to make insurance payments on
single-family mortgageloansin cash, with respect to all programs covering such unitsasto which it has discretion to determine
the form of insurance payment.

HUD debenturesissuedin satisfaction of FHA insuranceclaimsbear interest at the HUD debentureinterest ratein effect
under HUD regulations on the date of the mortgage insurance commitment or of the initial insurance endorsement of the
mortgage, whichever rate is higher. The HUD debenture interest rates applicable to the FHA insured mortgages which the
Agency has acquired or committed to acquire are in all cases |ower than the interest rates of such mortgages.

When entitlement to insurance benefits resultsfrom foreclosure (or other acquisition of possession) and conveyance,
the insurance payment is computed as of the date of institution of foreclosure proceedings or acquisition of theproperty. The
mortgage holder generally is not compensated for mortgage interest accrued and unpaid prior to that date. Under such circum-
stances, the amount of insurance benefits generally paid by FHA isequal to the unpaid principal amount of the mortgage loan,
adjusted to reimburse the mortgagee for certain tax, insurance and similar payments made by it and to deduct certain amounts
received or retained by the mortgagee after default, plus reimbursement not to exceed 2/3 of the mortgagee’ sforeclosure costs.
When entitlement to insurance benefits results from assignment of the Mortgage Loan to HUD, the insurance payment is
computed as of the date of the assignment and includes full compensation for mortgage interest accrued and unpaid to the
assignment date. Theregulationsunder all insurance programs described above provide that theinsurance payment itself shall
bear interest from the date of default, or, where applicable, the date of assignment, to the date of payment of the claim at the same
interest rate as the applicable HUD debenture interest rate determined in the manner set forth above.

When any property to be conveyed to HUD or subject to amortgage to be assigned to HUD has been damaged by fire,
earthquake, flood or tornado, or, if the property has suffered damage because of failure of the mortgage holder to take action to
inspect and preserve the property, it is generally required, as acondition to payment of an insurance claim, that such property
be repaired by the mortgage holder prior to such conveyance or assignment. For mortgages insured on or after November 19,
1992, if the property has been damaged during the mortgage holder’ s possession by events other than fire, flood, earthquake
or tornado notwithstanding reasonable action by the mortgage holder, HUD may require the mortgage holder to repair the
property prior to conveyance to HUD as a condition to payment of an insurance claim.
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Veterans Administration Guaranty Program

The Serviceman’ s Readjustment Act of 1944, asamended, permitsaveteran (or, in certaininstances, hisor her spouse)
to obtain amortgage |oan guaranteed by the V eterans Administration (the “VA”) covering mortgage financing of the purchase
of aone-to-four family dwelling unit at interest rates agreed upon by the purchaser and the mortgagee, asthe VA may elect. The
program has no mortgage loan limits (other than that the amount may not exceed the property’ sreasonabl e val ue as determined
by the VA), requires no down payment from the purchaser and permits the guaranty of mortgage loans with terms of up to 30
years. The guaranty provisions for mortgage loans are asfollows: (a) for home and condominium loans of $45,000 or less, 50%
of theloan isguaranteed (for loanswith an original principal balance of $45,000 and not more than $56,250, the guaranty will not
exceed $22,500); (b) for home and condominium loans of more than $56,250 but less than or equal to $144,000, 40% of the loan
is guaranteed subject to amaximum guaranty of $36,000; (c) for home and condominium loans of more than $144,000, 25% of the
principal amount of theloan isguaranteed subject to amaximum guarantee of $50,750; and (d) for loansfor manufactured homes,
40% of theloan is guaranteed (with a maximum guaranty of $20,000). The liability on the guaranty isreduced or increased pro
ratawith any reduction orincrease in the amount of the indebtedness, but in no event will the amount payable on the guaranty
exceed the amount of the original guaranty. Notwithstanding the dollar and percentage limitations of the guaranty, amortgage
holder will ordinarily suffer amonetary loss only where the difference between the unsatisfied indebtedness and the proceeds
of aforeclosure sale of amortgaged premisesis greater than the original guaranty as adjusted. The VA may, at its option and
without regard to the guaranty, make full payment to a mortgage holder of unsatisfied indebtedness on a mortgage upon its
assignment to the VA.

Rural Development (RD) Insured Program

L oansinsured by Rural Development (“RD”) may be madeto purchase new or existing homesin designated rural areas.
Eligible rural areas have a population not in excess of 10,000 persons or if located outside a Metropolitan Statistical Area, not
in excess of 25,000. Loans may be made up to 100% of the market value of the property or 100% of the acquisition cost,
whicheverisless. The maximum loan amount isthe applicable FHA maximum loan amount. The interest rate of these 30 year
mortgages may not exceed the higher of thecurrent VA rateor the Federal National Mortgage Association’s(“FNMA”) required
net yield for 90 day commitments on a 30 year fixed-rate mortgage with actual/actual remittance plus 60 basis points. RD covers
all losses on foreclosed loans up to 35% of the original principal. Any lossin excess of thisamount carries an 85% guarantee.
It isthe present administrative policy of the Agency to tender a claim to RD within 60 days of the date of acquisition of the
property through foreclosure. The Agency retains title to the property and may apply the insurance proceeds and any sale
proceeds to the outstanding debt.

Private M ortgage I nsurance Programs

In accordance with the Bond Resolution, all Qualified Mortgagesinsured by a private mortgage insurance company
shall bein any amount not exceeding the Market Value of the Home, provided that the Agency isissued amortgage insurance
policy under which the minimum insured percentage of any claim filed is at least equal to that percentage of the Market Value
or saleprice of the Home, whichever isless, by which the original principal amount of the mortgage exceeds 75% of such Market
Value. Each private mortgage insurer insuring such Qualified Mortgages must be qualified to insure mortgages purchased by
FNMA or the Federal Home Loan Mortgage Corporation (“FHLMC”). Both FNMA and FHLMC require approval of private
mortgage insurance companies before mortgages insured by those companies are eligible for purchase by them.

Among the considerationstaken into account by FNMA in determining whether to approve aprivate mortgage insurer
are thefollowing: (a) experienced mortgage insurers are expected to have policyholders' surplus of not less than $5 million; (b)
it ispreferred that aninsurer’s principal insurance activity relate to loss resulting from nonpayment of mortgages and deeds of
trustonresidential structures, withtotal liability notinexcessof 25timesitspolicyholders’ surplus; (c) aprivate mortgageinsurer
must demonstratethat it possessesthetechnical expertise necessary to properly evaluate property and credit; and (d) aninsurer
must expressly consent to and comply with FNMA’s requirements for audit and reports concerning changes in personnel,
financial structure, qualifications, and rates.

FHLMCeligibility requirementsfor approving private mortgage insurers presently provide that (a) not more than 10%
of an insurer’ s mortgage insurance risk may be represented by mortgage insurance covering property other than real property
improved by abuilding or buildings designed for occupancy by oneto four familiesand (b) aninsurer shall not insure mortgages
secured by propertiesin asingle housing tract or contiguous tracts where the insurance risk applicable thereto is in excess of
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10% of its policyholders' surplus (net of reinsurance); (c) no insurer shall have more than 20% of itstotal insurancein forcein
any one Standard Metropolitan Statistical Area nor may any combination of insurance in force in any one state exceed 60% of
itstotal insurance in force; and (d) aninsurer shall limit itsinsurancerisk with respect to each insured to the maximum permitted
under state law.

FHLMC also requires the private mortgage insurer to meet the following financial requirements: (a) policyholders’
surplus must be maintained at not less than $5 million; (b) an insurer shall maintain an unearned premium reserve computed on
amonthly pro ratabasis; if agreater unearned premium reserve isrequired by the state where the insurer islicensed, then such
greater requirement shall be met; (c) an insurer shall establish and maintain a contingency reserve in an amount equal to 50%
of earned premiums; (d) an insurer shall maintain alossreservefor claimsincurred but not reported, including estimated |osses
on insured mortgages which have resulted in the conveyance of property which remains unsold, mortgages in the process of
foreclosure or mortgages in default for four or more months; (€) an insurer shall maintain no less than 85% of itstotal admitted
assets in the form of marketable securities or other highly liquid investments which qualify asinsurance company investments
under the laws and regulations of the state of its domicile and the standards of the National Association of |nsurance Commis-
sioners; and (f) an insurer shall not at any time have total insurance risk outstanding in excess of 25 times its policyholders
surplus. Approved private mortgage insurers must file quarterly and annual reports with the FHLMC.

It isthe present administrative policy of the Agency to requirethat any private mortgage insurance policy with respect
to aQualified Mortgage to be purchased with the proceeds of the Series Bonds contain provisions substantially asfollows: (a)
theprivatemortgageinsurer must pay aclaim, including unpaid principal, accrued interest and certai n expenses, within sixty days
of presentation of the claim by the mortgage lender; (b) for amortgage lender to present aclaim, the mortgage lender must have
acquired, and tendered to the insurer, title to the property, free and clear of all liens and encumbrances, including any right of
redemption by the mortgagor; (c) when aclaim is presented, the insurer will have the option of paying the claim in full, taking
title to the property and arranging for its sale, or of paying the insured percentage of the claim (either 20 or 25%, depending on
the coverage purchased by the mortgage lender) and allowing the insured lender to retain title to the property.

The foregoing description of certain mortgage insurance programs is only a brief outline and does not purport to
summarize or describe all of the provisions of these programs. For a more compl ete description of thetermsof these programs,
reference is made to the provisions of the insurance and guaranty contracts embodied in regulations of the FHA, RD and the
VA, respectively, and of the regulations, master insurance contracts and other such information of the various private mortgage
insurers. Mortgage Loans purchased by the Agency are not limited by the Resolutions to the foregoing programs and it is
possible that insurance benefits under other Federal or private programsin which the Agency may participate could be more or
lessfavorable.

Insurance Reserve Fund

For a description of the Insurance Reserve Fund, see “Summary of Certain Provisions of the Bond Resolution” in
Appendix C.

State L aws Affecting Foreclosures

Mortgage foreclosures in Minnesota are governed by statute and permit two alternative methods, “ by action” or “ by
advertisement.” The latter isnormally utilized sinceit isslightly faster, less expensive, and does not have the same tendency to
invite contest as does foreclosure by action. The processisnormally initiated by the publication, recordation and service of a
notice of foreclosure. This notice must include all relevant information on the mortgage |oan and the secured premises aswell
as astatement of thetime and place of sale and thetime allowed by law for redemption by the mortgagor. Thisnotice must then
be published in alegal newspaper each week for six consecutive weeks. Service of the notice on the mortgagor and any other
affected party must be completed at |east four weeks prior to the designated date of the foreclosure sale. Compliance with the
above publication and service of notice requirements within the prescribed time limitations is essential to the validity of the
mortgage foreclosure sale.

Prior to the foreclosure sale, the mortgagor has the right to reinstate the mortgage and prevent foreclosure by curing
al defaultson acurrent basisand by paying attorneys’ feesand out-of-pocket disbursementsto the extent permitted by statute.
If the mortgage is not reinstated, the foreclosure saleis held in the sheriffs office in the county in which the real estate being
foreclosed islocated. Although anyone can bid at aforeclosure sale, the normal result of the foreclosure saleisthat the lender
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bids in the debt without competing bidders (and under the Bond Resolution, the Agency isrequired to do so), and purchases
the mortgaged property from the defaulting borrower through the sheriff, subject to the rights of the borrower and subsequent
creditors to redeem.

The holding of such foreclosure sale starts the period of redemption. The period of redemption will normally be six
months but can be aslong astwelve months. During the period of redemption the mortgagor normally retainstheright toremain
in possession of the mortgaged property without making mortgage payments or paying real estate taxes. During the period of
redemption,themortgagor hastheright to pay off theentireindebtedness, including full principal, accrued interest, any amounts
reasonably paid by the mortgagee to preserve the security, and attorneys’' fees and disbursements to the extent allowed by
statute.

After the period of redemption expires, the mortgagee is entitled to possession of the premises, but may haveto bring
an unlawful detainer proceeding to enforceits possessory rights, and aproceeding subsequent in the case of Torrens property
to perfect itstitle to the mortgaged property.

It isnot unusual, therefore, for amortgagee to be delayed 10 months or more from the date of initiation of the mortgage
foreclosure proceeding until it realizes its possessory rights.
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APPENDIX E

BOOK-ENTRY-ONLY SYSTEM
Book-Entry-Only System

The Depository Trust Company, New York, New York (“DTC"), isto act as securitiesdepository for each series of the
Series Bonds. The ownership of onefully registered Series Bond of each series for each maturity in the aggregate principal
amount of such maturity, will be registered in the name of Cede & Co., DTC's partnership nominee. Solong as Cede & Co. is
the Registered Owner of the Series Bonds of a series, as nominee of DTC, references herein to the Bondholders, Holders or
Registered Owners of such Series Bonds shall mean Cede & Co. and shall not mean the Beneficial Owners of such Series
Bonds.

DTCisalimited-purpose trust company organized under the New Y ork Banking Law, a* banking organization” within
the meaning of theNew Y ork Banking L aw, amember of the Federal Reserve System, a“ clearing corporation” withinthe meaning
of the New Y ork Uniform Commercial Code and a“clearing agency” registered pursuant to the provisions of Section 17A of the
Securities Exchange Act of 1934, asamended. DTC holdssecuritiesthat itsdirect participants (the“ Direct Participants’) deposit
withDTC. DTCalsofacilitatesthe settlement among Direct Participantsof securitiestransactions, such astransfersand pledges,
in deposited securitiesthrough el ectronic, computeri zed book-entry changesin Direct Parti cipants’ accounts, thereby eliminating
the need for physical movement of securitiescertificates. Direct Participantsinclude securitiesbrokersand deal ers, banks, trust
companies, clearing corporations and certain other organizations. DTC isowned by anumber of its Direct Participants and by
the New Y ork Stock Exchange, Inc., the American Stock Exchange, Inc. and the National Association of SecuritiesDealers, Inc.
Accessto the DTCsystemisalso availableto others such as banks, brokers, deal ers and trust companies that clear through or
maintain a custodial relationship with a Direct Participant, either directly or indirectly (the “Indirect Participants’).

Beneficial ownership interestsin the Series Bonds must be purchased by or through Direct Participants, which areto
receiveacredit for the SeriesBondsontherecordsof DTC. Theownershipinterest of each actual purchaser of each SeriesBond
(“Beneficia Owner”) isinturnto berecorded on the Direct and I ndirect Participants’ records. Beneficial Ownerswill not receive
confirmation fromDTC of their purchases, but Beneficial Ownersare expected to receive written confirmations providing details
of their transactions, aswell as periodic statements of their holdings, from the Direct or Indirect Partici pants through which the
Beneficia Ownersenteredintothetransactions. Beneficial Ownersof SeriesBondswill not receivecertificatesrepresenting their
beneficial ownership interestsin such Bonds, unless use of the book-entry only system is discontinued as described below.

Transfers of ownership interests in the Series Bonds are to be accomplished by book entriesmadeby DTC andinturn
by the Direct Participants and Indirect Participants who act on behalf of the Beneficial Owners of such Bonds. To facilitate
subsequent transfers, all Series Bonds deposited by DTC Participantsareregisteredinthenameof DTC' spartnership nominee,
Cede & Co. The deposit of Series Bonds with DTC and the registration of such Bonds in the name of Cede & Co. effect no
changein beneficial ownership. DTC has no knowledge of the actual Beneficial Owners of the Series Bonds; DTC’ s records
reflect only the identity of the Direct Participants to whose accounts such Bonds are credited, which may or may not be the
Beneficia Owners. The DTC Participants will remain responsible for keeping account of their holdings on behalf of their
customers. For every transfer and exchange of beneficial ownership in the Series Bonds, the Beneficial Owner may be charged
asum sufficient to cover any tax, fee or other governmental charge that may be imposed in relation thereto.

Conveyances of notices and other communications by DTC to Direct Participants, by Direct Participants to Indirect
Participants, and by Direct Participantsand Indirect Participantsto Beneficial Ownerswill be governed by arrangements among
them, subject to any statutory or regulatory requirements as may be in effect from time to time.

Redemption notices shall be sent to Cede & Co. If lessthan all of the Series Bonds of a series and maturity are being
redeemed, DTC's, practice is to determine by lot the amount of the interest of each Direct Participant in such Bonds of such
maturity to be redeemed.

Neither DTC nor Cede & Co. will consent or vote with respect to the Series Bonds. Under its usual procedures, DTC
mails an omnibus proxy to the Trustee as soon as possible after the record date. The omnibus proxy assigns Cede & Co.’s
consenting or voting rights to those Direct Participants to whose accounts the Series Bonds are credited on the record date
(identified in alisting to be attached to the omnibus proxy).
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Under the Series Resol utions, payments made by or on behalf of the Agency to DTC or its nominee shall satisfy the
Agency’ s obligations under the Resol utions to the extent of the payments so made.

Principal, redemption price and interest payments on the Series Bonds are to be made by the Trusteeto DTC or to its
nominee, such payments to the Beneficial Owners will be solely the responsibility of DTC, the Direct Participants and, where
appropriate, Indirect Participants. DTC's current practice is to credit Direct Participant’s accounts on the payment date in
accordancewiththeir respective holdings shown ontherecordsof DTC, unlessDTC hasreasonto believethat it will not receive
payment on the payment date. Payments by Direct Participants and Indirect Participantsto Beneficial Ownerswill be governed
by standing instructions of the Beneficial Owner and customary practices, asis nowthe casewith municipal securitiesheld for
the accounts of customersin bearer form or registered in “ street name.” Such payments will be the sole responsibility of such
Direct Participant or Indirect Participant and not of DTC, the Agency or the Trustee, subject to any statutory and regulatory
requirements as may be in effect fromtimeto time.

The above information contained in this section “Book-Entry-Only System” is based solely on information provided
by DTC. No representation is made by the Agency or the Underwriters as to the completeness or the accuracy of such
information or asto the absence of material adverse changesin such information subsequent to the date hereof.

The Agency, the Underwriters and the Trustee cannot and do not give any assurances that DTC, the Direct
Participantsor thelndirect Participantswill distributeto the Beneficial Ownersof the Series Bonds (i) payments of principal
of or interest and premium, if any, on the Series Bonds, (ii) certificates representing an ownership interest or other
confirmation of beneficial ownershipinterestin SeriesBonds, or (iii) redemption or other noticessentto DTC or Cede & Co.,
its nominee, as the Registered Owner of the Series Bonds, or that they will do so on a timely basis, or that DTC, Direct
Participants or Indirect Participants will serve and act in the manner described in this Official Statement. The current
“Rules’ applicableto DTC are on file with the Securities Exchange Commission, and the current “ Procedures” of DTC to be
followed in dealing with Direct Participantsare on filewith DTC.

Neither the Agency, the Underwriters nor the Trustee will have any responsibility or obligation to any Direct
Participant, Indirect Participant or any Beneficial Owner or any other person with respect to: (1) the Series Bonds; (2) the
accuracy of any records maintained by DTC or any Direct Participant or Indirect Participant; (3) the payment by DTC or any
Direct Participant or Indirect Participant of any amount dueto any Beneficial Owner inrespect of the principal or redemption
priceof or interest onthe SeriesBonds; (4) thedelivery by DTC or any Direct Participant or Indirect Participant of any notice
to any Beneficial Owner which isrequired or permitted under the terms of the Resolutions to be given to owners of Series
Bonds; (5) the sel ection of the Beneficial Ownerstoreceive payment inthe event of any partial redemption of the SeriesBonds;
or (6) any consent given or other action taken by DTC as a Bondholder.

Discontinuation of Book-Entry System

DTC may discontinue its book-entry services with respect toall or any seriesof the SeriesBondsat any timeby giving
noticeto the Agency and discharging itsresponsibilities with respect thereto under applicable law. Under such circumstances,
such series of Series Bonds are required to be delivered as described in the Series Resolution. The Beneficial Owner, upon
registration of such Series Bonds held in the Beneficial Owner’ s name, shall become the Bondowner.

The Agency may determine to discontinue the system of book-entry transfersthrough DTC (or asuccessor securities

depository) for all or any series of the Series Bonds. In such event, the Series Bonds are to be delivered as described in the
Series Resolution.
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APPENDIX F

OPINIONS OF BOND COUNSEL



[Letterhead of Dorsey & Whitney LLP, as bond counsel]

[To be dated the date of remarketing of the Remarketed Series G Bonds]

Minnesota Housing Finance Agency
St. Paul, Minnesota 55101

Re: Minnesota Housing Finance Agency
Single Family Mortgage Bonds, 1997 Series G

Ladies and Gentlemen:

We have acted as bond counsel in connection with the remarketing by the MinnesotaHousing Finance Agency (the
“Agency”) of its Single Family Mortgage Bonds, 1997 Series G, in the aggregate principal amount of $40,260,000, which are
remarketed only asfully registered bonds of single maturitiesin the principal amount of $5,000 or any integral multiple thereof.

The Remarketed Series G Bonds are dated, mature on the dates, in the principal amounts, bear interest at the rates
and arepayableasset forthinthe Supplemented Series Resol utionreferenced below. TheRemarketed SeriesG Bondsare subject
to optional and special redemption prior to their maturity, including specia redemption at par, asprovided in said Supplemented
Series Resolution.

In this connection, we have examined certificates as to facts, estimates and circumstances and certified copies of
resol utions and proceedings of the Agency and other documents considered necessary asthe basisfor thisopinion, including
the Agency’ s Bond Resol ution adopted June 3, 1982, as amended (the “Bond Resolution”), and the Series Resol ution adopted
June 26, 1997, as supplemented by a resolution adopted November 19, 1998, and by a resolution adopted June 8, 2000 (the
“Supplemented Series Resolution”). As to questions of fact material to our opinion, we have relied upon the certified
proceedings and other certifications of public officials furnished to us without undertaking to verify the same by independent
investigation.

Applicable federal tax law, including certain provisionsof Sections 143 and 148 of the I nternal Revenue Code of 1986,
as amended (the “Code”), establishes certain requirements which must be met subsequent to the delivery of the Remarketed
Series GBondsin order that interest on the Remarketed Series G Bonds may be excluded from grossincome for federal income
tax purposes. The Agency has covenanted in the Bond Resolution and Series Resolution to comply with the requirements of
applicable federal tax |aw and for such purposeto adopt and maintai n appropriate procedures. Inrendering thisopinion, wehave
assumed compliance by the Agency with and enforcement by the Agency of the provisionsof the Bond and Series Resolutions.

Fromsuch examinationitisour opinion that, under state and federal laws, regulations, rulingsand decisionsin effect

on the date hereof: (1) the Agency isapublic body corporate and politic, having no taxing power, duly organized and existing
under Minnesota Statutes, Chapter 462A , as amended; (2) the Bond and Series Resolutions have been duly and validly adopted
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by the Agency and arevalid and binding uponit in accordance with their terms, and create the valid pledge and security interest
they purport to create with respect to the Mortgage L oans, Revenues, moneys, securities and Funds held and to be set aside
under the Bond and Series Resolutions; (3) the Remarketed Series G Bonds are duly and lawfully authorized to be issued and
are valid and binding general obligations of the Agency in accordance with their terms, entitled to the benefits granted by and
secured by the covenants contained in the Bond and Series Resol utions, and are further secured by the pledge of thefull faith
and credit of the Agency, and are payable out of any of its moneys, assets or revenues, subject to the provisions of other
resolutions or indentures now or hereafter pledging and appropriating particular moneys, assets, or revenues to other bonds
or notes, or state laws appropriating particular funds for a specified purpose, but the State of Minnesota is not liable thereon
and the Remarketed Series G Bonds are not adebt of the State; (4) inthe Bond Resol utionthe Agency hascreated aDebt Service
Reserve Fund for the security of the Remarketed Series G Bonds and other bonds issued or to be issued under the Bond
Resol ution, to be maintained in an amount specified therein, and has agreed to certify annually to the Governor the sum, if any,
necessary to restore the Fund to this amount for inclusion in the next budget submitted to the Legislature, and the Legislature
islegally authorized, but is not legally obligated, to appropriate such amount to the Fund; and (5) the interest payable on the
Remarketed Series G Bondsis not includablein grossincome of ownersthereof for federal incometax purposesor in taxable net
income of individuals, trusts and estates for State of Minnesota income tax purposes, but such interest is Includable in the
income of corporations and financial institutions for purposes of the Minnesota franchise tax.

Interest on the Remarketed Series G Bonds will not be treated as a preference item in calculating the alternative
minimum tax imposed under the Code with respect to individual sand corporations, and in cal cul ating the Minnesotaalternative
minimum tax imposed on individuals, trusts and estates, but will be included in the cal culation of adjusted current earnings for
purposes of calculating federal and State of Minnesota alternative minimum taxes imposed on corporations. We express no
opinion regarding other federal or statetax consequences arising from ownership of the Remarketed SeriesG Bonds. All owners
of Remarketed Series G Bonds (including, but not limited to, insurance companies, financial institutions, Subchapter S
corporations, United States branches of foreign corporations and recipients of social security and railroad retirement benefits)
should consult their taxadvisors concerning other possibleindirect tax consequences of owning and disposing the Remarketed
Series G Bonds.

The opinions expressed above are qualified only to the extent that the enforceability of the Remarketed Series G
Bonds and the Bond and Series Resolutions may be limited by general principles of equity and by bankruptcy, insolvency,
reorganization, moratorium or other lawsrelating to or affecting enforcement of creditor’ srights heretofore or hereafter enacted.

Dated: , 2000.

Respectfully yours,
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[Letterhead of Dorsey & Whitney LLP, asbond counsel]

[To be dated the date of remarketing of the Remarketed Series H Bonds]

Minnesota Housing Finance Agency
St. Paul, Minnesota 55101

Re: Minnesota Housing Finance Agency
Single Family Mortgage Bonds, 1997 SeriesH

Ladies and Gentlemen:

We have acted asbond counsel in connection with the remarketing by the MinnesotaHousing Finance Agency (the
“Agency”) of its Single Family Mortgage Bonds, 1997 Series H, in the aggregate principal amount of $11,455,000, which are
remarketed only asfully registered bonds of single maturitiesin the principal amount of $5,000 or any integral multiple thereof.

The Remarketed Series H Bonds are dated, mature on the dates, in the principal amounts, bear interest at the rates
and are payable as set forth in the Supplemented Series Resolution referenced below. The Remarketed Series H Bonds are
subject to optional and special redemption prior to their maturity, including special redemption at par, as provided in said
Supplemented Series Resolution.

In this connection, we have examined certificates as to facts, estimates and circumstances and certified copies of
resol utions and proceedings of the Agency and other documents considered necessary asthe basisfor thisopinion, including
the Agency’ s Bond Resolution adopted June 3, 1982, asamended (the “ Bond Resolution™), and the Series Resol ution adopted
June 26, 1997, as supplemented by a resolution adopted November 19, 1998, and by a resolution adopted June 8, 2000 (the
“Supplemented Series Resolution™). As to questions of fact material to our opinion, we have relied upon the certified
proceedings and other certifications of public officials furnished to us without undertaking to verify the same by independent
investigation.

Applicable federal tax law, including certain provisionsof Sections 143 and 148 of the I nternal Revenue Code of 1986,
as amended (the “ Code”), establishes certain requirements which must be met subsequent to the delivery of the Remarketed
Series H Bondsin order that interest on the Remarketed Series H Bonds may be excluded fromgrossincomefor federal income
tax purposes. The Agency has covenanted in the Bond Resolution and Series Resol ution to comply with the requirements of
applicable federal tax |aw and for such purposeto adopt and maintai n appropriate procedures. Inrendering thisopinion, we have
assumed compliance by the Agency with and enforcement by the Agency of the provisions of the Bond and Series Resolutions.
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Fromsuch examinationitisour opinion that, under state and federal laws, regulations, rulingsand decisionsin effect
on the date hereof: (1) the Agency is apublic body corporate and politic, having no taxing power, duly organized and existing
under Minnesota Statutes, Chapter 462A , asamended; (2) the Bond and Series Resol utions have been duly and validly adopted
by the Agency and arevalid and binding uponit in accordance with their terms, and create the valid pledge and security interest
they purport to create with respect to the Mortgage L oans, Revenues, moneys, securities and Funds held and to be set aside
under the Bond and Series Resolutions; (3) the Remarketed Series H Bonds are duly and lawfully authorized to be issued and
are valid and binding general obligations of the Agency in accordance with their terms, entitled to the benefits granted by and
secured by the covenants contained in the Bond and Series Resolutions, and are further secured by the pledge of thefull faith
and credit of the Agency, and are payable out of any of its moneys, assets or revenues, subject to the provisions of other
resolutions or indentures now or hereafter pledging and appropriating particular moneys, assets, or revenues to other bonds
or notes, or state laws appropriating particular funds for a specified purpose, but the State of Minnesotais not liable thereon
and the Remarketed SeriesH Bondsare not adebt of the State; (4) inthe Bond Resol ution the Agency hascreated aDebt Service
Reserve Fund for the security of the Remarketed Series H Bonds and other bonds issued or to be issued under the Bond
Resolution, to be maintained in an amount specified therein, and has agreed to certify annually to the Governor the sum, if any,
necessary to restore the Fund to this amount for inclusion in the next budget submitted to the L egislature, and the Legislature
islegally authorized, but is not legally obligated, to appropriate such amount to the Fund; and (5) the interest payable on the
Remarketed SeriesH Bondsisnot includablein grossincome of ownersthereof for federal incometax purposesor intaxable net
income of individuals, trusts and estates for State of Minnesota income tax purposes, but such interest is Includable in the
income of corporations and financial institutions for purposes of the Minnesota franchise tax.

Interest on the Remarketed SeriesH Bondswill betreated asapreferenceitemin calculating the alternative minimum
taximposed under the Code with respect to individual s and corporations, and in cal cul ating the Minnesota alternative minimum
taximposed onindividual s, trustsand estates. We expressno opinion regarding other federal or statetax consequencesarising
from ownership of the Remarketed SeriesH Bonds. All owners of Remarketed Series H Bonds (including, but not limited to,
insurance companies, financial institutions, Subchapter S corporations, United States branches of foreign corporations and
recipients of social security and railroad retirement benefits) should consult their tax advisors concerning other possibleindirect
tax consequences of owning and disposing the Remarketed Series H Bonds.

The opinions expressed above are qualified only to the extent that the enforceability of the Remarketed Series H
Bonds and the Bond and Series Resolutions may be limited by general principles of equity and by bankruptcy, insolvency,
reorganization, moratorium or other lawsrelating to or affecting enforcement of creditor’ srights heretofore or hereafter enacted.

Dated: , 2000.

Respectfully yours,

F-4



[Letterhead of Dorsey & Whitney LLP, asbond counsel]

[To be dated the date of issuance of the 2000 Series F Bonds]

Minnesota Housing Finance Agency
St. Paul, Minnesota 55101

Re: Minnesota Housing Finance Agency
Single Family Mortgage Bonds, 2000 Series F

Ladies and Gentlemen:

We have acted as bond counsel in connection with the authorization, issuance and delivery by the Minnesota
Housing Finance Agency (the “Agency”) of its Single Family Mortgage Bonds, 2000 Series F, in the principal amount of
$20,000,000, which areissuableonly asfully registered bonds of singlematuritiesintheprincipal amount of $5,000 or any integral
multiple thereof.

The Series F Bonds are dated, mature on the date, in the principal amounts, bear interest at a variable rate and are
payable asset forthinthe SeriesResol ution referenced below. The SeriesFBondsare subject to optional and special redemption
prior to their maturity, including special redemption at par, as provided in said Series Resolution.

In this connection, we have examined certificates as to facts, estimates and circumstances and certified copies of
resol utions and proceedings of the Agency and other documents considered necessary asthe basisfor thisopinion, including
the Agency’s Bond Resolution adopted June 3, 1982, as amended, and the Series Resolution adopted June 8, 2000. Asto
questions of fact material to our opinion, we haverelied upon the certified proceedingsand other certificationsof public officials
furnished to us without undertaking to verify the same by independent investigation.

Fromsuch examinationitisour opinion that, under state and federal laws, regulations, rulingsand decisionsin effect
on the date hereof: (1) the Agency isapublic body corporate and politic, having no taxing power, duly organized and existing
under Minnesota Statutes, Chapter 462A , as amended; (2) the Bond and Series Resolutions have been duly and validly adopted
by the Agency and are valid and binding uponitin accordancewith their terms, and createthevalid pledge and security interest
they purport to create with respect to the Mortgage L oans, Revenues, moneys, securities and Funds held and to be set aside
under the Bond and Series Resolutions; (3) the Series F Bonds are duly and lawfully authorized to be issued and are valid and
binding general obligations of the Agency in accordance with their terms, entitled to the benefits granted by and secured by the
covenants contained in the Bond and Series Resol utions, and are further secured by the pledge of thefull faith and credit of the
Agency, and are payable out of any of its moneys, assets or revenues, subject to the provisions of other resolutions or
indentures now or hereafter pledging and appropriating particular moneys, assets, or revenuesto other bonds or notes, or state
laws appropriating particular funds for a specified purpose, but the State of Minnesota is not liable thereon and the Series F
Bonds are not a debt of the State; and (4) in the Bond Resol ution the Agency has created a Debt Service Reserve Fund for the
security of the Series F Bondsand other bondsissued or to beissued under the Bond Resol ution, to be maintained in an amount
specifiedtherein, and hasagreed to certify annually to the Governor the sum, if any, necessary to restore the Fund to thisamount
forinclusioninthenext budget submitted tothe L egislature, and the L egislatureislegally authorized, butisnot legally obligated,
to appropriate such amount to the Fund.
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Interest payableonthe SeriesF Bondsisincludabl ein grossincome of owner sther eof for federal incometax purposes
and isincludable in taxable net income of individuals, trusts and estates for State of Minnesota income tax purposes.

Theopinionsexpressed abovearequalified only to theextent that the enforceability of the SeriesF Bondsand theBond
and SeriesResolutionsmay belimited by general principlesof equity and by bankruptcy, insol vency, reorganization, moratorium
or other lawsrelating to or affecting enforcement of creditor’ srights heretofore or hereafter enacted.

Dated: , 2000.

Respectfully yours,
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